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Rules and Regulations 


Title 26— INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 

SUBCHAPTER A— INCOME TAX 
JT.D. 6804 J 

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 


all salea of personal property on the install¬ 
ment plan includes the amount of carrying 
charges or interest which Is determined with 
respect to such sales and Is added on the 
boohs of account of the seller to the estab¬ 
lished cash selling price of such property. 
This paragraph shall not apply with respect 
to sales of personal property under a revolv¬ 
ing credit type plan or with respect to sales 
or other dispositions of property the income 
from which Is, under subsection (b). re¬ 
turned on the basis and In the manner pre¬ 
scribed in paragraph (1). 


Treatment of Carrying Charges With 
Respect to the Installment Method 

of Accounting 

On December 22. 1964, notice of pro¬ 
posed rule making regarding the In¬ 
come Tax Regulations <26 CFR Part 1) 
under section 453 of the Internal Reve¬ 
nue Code of 1954 to reflect the amend¬ 
ment made to section 453 of the Internal 
Revenue Code of 1954 by section 3 of the 
Act of August 31. 1964 t Public Law 88- 
539, 78 SUt. 746), was published in the 
Register <29 F.R. 18173). After 
consideration of all such relevant matter 
u WA3 presented by interested parties 
jmrding the rules proposed, the amend¬ 
ments to the regulations as so proposed 
we htteby adopted, subject to the change 
set rorth below: 

n^u :tJon . 1 *53-2 as set forth in the 
5\ Deposed rule making Is 
Emended by revising subparagraph t2> 

10 of paragraph <c >. 

( ^j , . Sheldon s. Cohen. 

commissioner of Internal Revenue. 

Approved February 27,1965. 

Stanley s. Surrey. 

Amount Secretary of the 

Treasury. 

10 con f or m the Income Tax 
SSRKa ?' R »> under «£ 

1954 to * nUjrnal Reven ue Code of 

>564 ft® 3 ° f 0,6 ACt 0t AUeust 31 - 

, 88 - 539 ' 7 » SUt. 746>. 

r e«u^tio^ ,rf rtaln °, thcr changes, such 
amended as follows: 

by Mdlnz a L ScCt l 0n 1 453 ls amended 
Uon 45 t I “ n i w . subsection (e) to sec- 
id* subsections (a) and 

WtumphZ? ^ H 3 .\ bv lui < UnB ft new 
rf v^ u 'u , t to J !cc , Uon «3<d> and by 

Ud ZcntrtVrTf? 1 note - 8uch added 

11 ” P rov *sions read as foUows: 

’-JUSEZ prmWon * : in -"- 

pISJtftS ntthoa-M Droler* 

ration. L lf en Z ral Undfr 

*“• Kimtt n n ZlT J th * 8ec«Ury or 
6thf r»t« ouJZl ? 1,1,0 re «u 1 ">y MU* or 
* n *tal!mpnt*nl»n* J? fr * on ^ property on 
ttwefron, |„ * *" "turn as Income 

ot th. i. J ^taxahl, year that propor- 

1 ® < * , v,d In that Tw, mfI> Ki paymenU actually 

"•a** w £ ‘be rro» pront. 

evm Pl»t»t! b,. , . t l} 1 * a wh * n payment ta 

tora » r *Ph (i), , h . ,^f. r °* purposes of 

1 l “* total contract prloe of 


(d) Goin or leu on disposition of install¬ 
ment obligations • • • 

(4) Effect of distribution in certain liqui¬ 
dations — (A) Liquidations to which section 
332 applies. If— 

(I) An Installment obligation la distrib¬ 
uted by one corporation to another corpora¬ 
tion in the course of a liquidation, and 

(II) Under section 332 (relating to com¬ 
plete liquidations of subsidiaries) no gain 
or loss with respect to the receipt of such 
obligation is recognised tn the case of the 
recipient corpora Uon. 

Then no gain or lose with respect to the 
distribution of such obligation shall be rec¬ 
ognized In the case of the distributing corpo¬ 
ration. If the basis of the property of the 
liquidating corporation In the hands of the 
distributee is determined under section 334 
(b)(2) then the preceding sentence shall 
not apply to the extent that under paragraph 
(1) gain to the distributing corporation 
would be considered os gnin to which section 
341(f) or section 1245(a) or 1250(a) applies. 

(B) Liquidations to which section 337 ap¬ 
plies. If— 

(I) An Installment obligation is distrib¬ 
uted by a corporation in the course of a 
liquidation, and 

(U) Under section 337 (relating to gain 
or loss on sale* or exchanges in connection 
with certain liquidations) no gain or loos 
would have been recognized to the corpora¬ 
tion If the corporation hod sold or exchanged 
such installment obligation on the day of 
such distribution. 

Then no gain or loss shall be recognized to 
such corporation by reason of suet) distribu¬ 
tion. The preceding sentence shall not apply 
to the extent that under paragraph (1) gain 
to the distributing corporation would be con¬ 
sidered as gain to which section. 341(f) or 
section 1245(a) or 1250(a) applies. 

(5) Life insurance companies. In the 
cose of a disposition of an Installment obli¬ 
gation by any person other than a life In¬ 
surance company (as defined In section 801 
(a)) to such an insurance company or to a 
partnership of which such an insurance com¬ 
pany la a partner, no provision of this sub¬ 
title providing for the nonrecognition of gain 
shall apply with respect to any gain reaulting 
under paragraph (1). If a corporation which 
la a life Insurance company for the taxable 
year was (for the preceding taxable year) a 
corporation which was not a life insurance 
company, such corporation shall, for pur¬ 
poses of this paragraph and paragraph (1), 
be treated aa having transferred to a life 
insurance company, on the last day of the 
preceding taxable year, all installment obli¬ 
gations which It held on such last day. A 
partnership of which n life insurance com¬ 
pany becomes a partner shall, for purposes 
of this paragraph and paragraph (1). be 
treated os having transferred to a life Insur¬ 
ance company, on the last day of the preced¬ 
ing taxable year of such partnership, ail 


installment obligations which It holds at the 
time such insurance company becomes a 
partner. 

(e) Carrying charges not included tn total 
contract price. If the carrying charges or 
Interest with respect to sales of persons! 
property, the income from which is returned 
under subsection (a)(1). Is not included in 
the total contract price, payments received 
with respect to such sales shall be treated 
as applying first against such carrying 
charges or interest. This subsection shall 
not apply with respect to sales or other dis¬ 
positions of property the Income from which 
u, under subsection (b), returned on the 
basis and In the manner prescribed In tub- 
secUon (a)(1), 

(Sec. 453 as amended by sec 27. Technical 
Amendment* Act 1068 (72 Stat. 1624): tec 
13(f)(5), Rev. Act 1962 <76 Stat 1035), sec* 
222(A) and 231(b) (5). Rev. Act 1964 ( 78 8tnt 
75. 105): sec. 1(b)(2). Aq* of Aug 22. 1964 
(Pub. Law 88 464. 78 Stat. 597); sec. 3. Act 
of Aug. 31, 1964 (Pub. Law 88-539. 78 Slut 
74«)| 

Par. 2. Section 1.453-2 Is amended by 
revising paragraph <c> and <d)(2)<U), 
the material preceding subdivision <1» of 
paragraph (d) (6), paragraph <d)(6Kv> f 
by revising example (2) in paragraph 
fdM4>, and by adding example (3) to 
paragraph (d)(4). Such amended and 
added provisions read as follows: 

§ 1.1.73-2 Special rule* applicable to 
dealer* in personal properly. 

• • • • • 

(c> Installment income of dealers in 
personal property —(1) In general The 
Income from sales on the installment 
plan of a dealer, that Is. a person regu¬ 
larly engaged In the sale of personal 
property on the Installment plan, may 
be ascertained by treating as income that 
proportion of the total payments received 
in the taxable year from sales on the 
installment plan (such payments being 
allocated to the year against the sales 
of which they apply) which th? gross 
profit realized or to be realized on the 
total sales on the installment plan made 
during each year bears to the total con¬ 
tract price of all such sales made during 
that respective year. However, if the 
dealer demonstrates to the satisfaction 
of the district director that income from 
sales on the Installment plan is clearly 
reflected, the Income from such sales 
may be ascertained by treating os in¬ 
come that proportion of the total pay¬ 
ments received in the taxable year from 
sales on the installment plan (such pay¬ 
ments being allocated to the year against 
the sales of which they apply) which 
either <1) the gross profit realized or to 
be realized on the total credit sales made 
during each year bears to the total con¬ 
tract price of all credit sales during that 
respective year, or (ii) the gross profit 
realized or to be realized on all sales 
made during each year bears to the total 
contract price of all sales made during 
that respective year. See. however, 
paragraph fd)(6)(vl) of this section for 
rules permitting, under certain circum¬ 
stances, all sales under a revolving credit 
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plan to be considered as having been 
made in the taxable year. A dealer who 
desires to compute income by the in¬ 
stallment method shall maintain ac¬ 
counting records in such a manner as to 
enable an accurate computation to be 
made by such method in accordance 
with the provisions of this section, sec¬ 
tion 446, and $ 1.446-1. 

(2) Gross profit and total contract 
price, For purposes of subparagraph 
<1) of this paragraph, in computing the 
gross profit realized or to be realized on 
the total sales on the installment plan, 
there shall be included in the total sell¬ 
ing price and, thus, in the total contract 
price of all such sales. 

(i) The amount of carrying charges 
or interest which is determined at the 
time of each sale and is added to the 
established cash selling price of such 
property and is treated as part of the 
selling price for customer billing pur¬ 
poses. and 

<ii) In the case of sales made in tax¬ 
able years beginning on or after Janu¬ 
ary X, I960, ttte amount of carrying 
charges or interest determined with re¬ 
spect to such sales wlxlch are added con¬ 
temporaneously with the sale on the 
books of account of the seller but are 
treated as periodic service charges for 
customer billing purposes. 

Any change in the amount of the carry¬ 
ing charges or interest in a year sub¬ 
sequent to the sale will not afTect the 
computation of the gross profit for the 
year of sale but will be taken into ac¬ 
count at the time the carrying charges 
or interest are adjusted. However, this 
subparagraph does not apply to sales of 
personal property under a revolving 
credit plan described in paragraph (d) 

(1) of this section, nor to sales described 
in section 453(b) (1) and paragraph <c) 
of i 1.453-1. The application of this 
subparagraph to carrying charges or in¬ 
terest described In subdivision (ii) of 
this subparagraph may be illustrated by 
the following example: 

Example. X Corporatton make* Mile* on 
Uie traditional Installment plan The cus¬ 
tomer's order specific* that the total price 
consist* of a cash price plus a "time price 
differential" of 1 Vi percent per month on the 
outstanding balance In hie account and he la 
billed in this manner. On its books and for 
purposes of reporting to stockholder*. X 
Corporation consistently makes the follow¬ 
ing entries each month when It reoords Its 
sales. A debit entry is made to accounts re¬ 
ceivable (for the total price) and bal anc i n g 
credit entries are made to sales (for the es¬ 
tablished selling price) and to a reserve ac¬ 
count for collecUon expense (for the amount 
of the time price differential). In computing 


the gross profit realized or to toe realized on 
the total sales on the installment plan, the 
total selling price and. thus, the total con¬ 
tract price for purpoee* of this paragraph 
would, with respect to sale* made in tax¬ 
able years beginning on or after January 1, 
I960. Include the time price differential. 

(3 > Carrying charges not included in 
total contract price. In the case of sales 
by dealers in personal property made dur¬ 
ing taxable years beginning after De¬ 
cember 31, 1963, the income from which 
is returned on the installment method, 
if the carrying charges or interest with 
respect to such sales U not included 
in the total contract price, payments re¬ 
ceived with respect to such sales shall be 
treated as applying first against such 
carrying charges or Interest. For appli¬ 
cation of this rule to revolving credit 
sales, see paragraph (d)(6) (v> of this 
section. 

(d> Revolving credit plans. • • • 

( 2 ) • • • 

<U) For taxable years ending before 
January 31. 1964. a taxpayer who has re¬ 
ported for income tax purposes all or a 
portion of sales under a revolving credit 
plan as sales on the Installment method 
may apply the percentage obtained for 
the first taxable year ending on or after 
such date in determining the percentage 
of charges under a revolving credit plan 
for such prior taxable year (or years) 
which will be treated as sales on the In¬ 
stallment plan. However, in computing 
the percentage to be applied in deter¬ 
mining the percentage of charges under 
a revolving credit plan which will be 
treated as sales on the installment plan 
for such prior taxable year (or years), 
the rule stated in paragraph (c)(3) of 
this section shall not apply. See sub- 
paragraph (6) (v) of this paragraph for 
rules relating to the application of pay¬ 
ments to finance charges for such prior 
taxable years. 

• • • f • 

< 4 > * • * 

Example ( 2 ) This example Is Applicable 
with respect to sale* made during taxable 
years beginning before January 1. 1964. Un¬ 
der the terms of the taxpayer* revolving 
credit plan, payments oro required In accord¬ 
ance with the following schedule: 


Required 

monthly 

Unpaid balance payment 

0- *99.99. *20 

*100 *199 99. 40 

*200-*299.99.-.. 00 


Customer B s revolving credit ledger account 
for the period beginning on September 21, 
1963 and ending February 20, 1964 shows the 
following: 


Month rn«!tnr~~ 

Affxrrjratc 
•aleti tit 
month i 

ftrlurrui 

•unl 

allowances 

Payment* 

Finance 

chare** 

Balance 

Oct JO ______ 

Nov, 20. .._. 

Dec. 30.. 

Jsn.30 .... 

}>l>. 20.. 

936. tX) 
45.00 
20.00 
2*00 
0 

» 

S£cos> 

88 

8888 

0 

10.35 

.00 

.01 

0 

136 00 
W1M 
ML 9$ 

82.5* 

0 



i lurlwltnc fair* of pmwtutf property and nnp|nT*oooJ proprrty tab*. 


The three *20 payments and the $4 return 
or allowance made In the bllllng-motiUu 
ending In the taxable year are applied, under 
the rules In subparagraph ( 6 ><v). to liqui¬ 
date the earliest outstanding charges, fiat 
to the *55 aggregate of sales In the billing, 
month ending October 20 and next to tie 
of the aggregate of sales made in the biUin|. 
month ending November 20 Thus, the bal¬ 
ance of Ut* account as of the close of tbe 
billing-month ending January 20, 98256, u 
made up as follows: 


Remainder of sales In btlling-month 

ending Nov. 20 (*45~*10)-*35 W 

Finance charge for bUUng-munth 

ending Nov. 20. . U 

Sales for billing-month ending Dec. 

20 . 20. CO 

Finance charge for billing month 

ending Dec. 20--W 

Sales for bllllng-month ending Jao 

20 . 26, CO 

Finance charge for bllling-mcratb 
ending Jan. 20--- .41 


83.66 


The sales of *35 remaining from the 
gate of sales for the btlllng-moaih endiaf 
November 20 meet the requirement* at sub¬ 
paragraph ( 3 ) ( 1 ) of this paragraph bscsuw 
the aggregate of sales charged during inai 
bllllng-month (MS) exceeds the require* 
monthly payment (*20). and «ucb sale* cart*, 
the requirement* of subparagraph |8M 
of this paragraph because the first paymeat 
after the bllllng-month of sale (420) i* »# 
amount less than the balance of the agcdum 
as of the close of such month {4*038* 
Therefore, *35 of sales will be treated *•**“ 
on the Installment plan. The $20 
of sale* charged during the billing*®^® 
ending December 20 does not meet re* 
qulrcmcnU of subparagraph (9> 4*1 
paragraph because it Is In an 
does not exceed the required monthly p*J 
ment (*20). (The finance charge oj w 
added In the bllllng-month does tat* 
into the determination of the *ffr*f> 
sales foe the month becaxise the ' tsrtt "m 
(as defined In subparagraph <6 MU « 
paragraph) docs not lnclu ^. ^ t£lf 
charges). The *26 aggregate of «*!<» **’ 
bllllng-month ending January 20 
meet the requirement* of 
( 3 ) (U) of this paragraph tooc ^ u ff 
payment af ter such btUlng-m^t* »» 
was equal to the balance of the a ^ 
of the close of such bUllng-month 
Par this purpose, the balance 
duced by the *10 return or sUcrnE* ^ 
was credited after the ^ 

and before February 20. 
balance of B's account as of the 
last bllllng-month ending 
X*s taxable year. *35 will be 
on the installment plan for purpose* ^ 
termlnlng the percentage pr® 
subparagraph ( 2 ) of this P 

Example <i). ThU 

with respect to wle. msde ^ 

years beginning after 
mine the facts in it##* 

Customer B’s revolving «*• 

is for the period beginning on&V™ gsoft 
1964 ond ending February^ 
payments received are first li;i <ier tM 

any outstanding 420 PfV 

rule in subparagraph ^ 

ment in December o( *• 

finance charge »ccrued»l po P*f* 

November bUllng-month «nd • 
ment In January liquids** d **®* 1 

«rg. »ccrued rf tW «** 
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f30 payment*. 1153 05) and the $5 return or 
itlovince Are applied (under the rulee in 
lubpmgraph ( 0 )(v)) to liquidate the 
earliest outstanding sales, On t to the $65 
segregate of wdea In the hilling-month 
fKUDtc October 20 end next to $9.05 of the 
aggregate of tale* made In the bllllng-znonth 
ending November 20. Thu*, the balance of 
the account os of the close of the billlng- 
moe th ending January 20. $82.50. is mode 
ep u foliowr: 

Remainder cf axles In hllllng-month 

rndiiig Nov. 20 ($45-19.05)_$35.95 

Salat for billing-month ending 

Dec. 20.._ 20.00 

Sales for hilling-month ending 

Jan. 20 .. 26. 00 

finance charge for billing-month 
endLng Jan. 20- .61 

82.66 

The sales of $35.05 remaining from the aggre¬ 
gate of tales for the hllllng-month end¬ 
ing November 20 meet the requirements of 
subparagraph (3)0) of this paragraph be¬ 
came the Aggregate of sales charged dur¬ 
ing such billing-month ($45) exceeds the 
isqulred monthly payment ($20). and such 
«ies meet the requirements of subpara- 
P*ph (3) (11) of this paragraph because the 
tot payment after the billing-month of 
ttl * (329) Is an amount less than the bal- 
*** of the account as of the dote of such 
««>th ($8035). Therefore. $35.95 of sales 
sill be treated os soles on the installment 
The $20 aggregate of rale, charged 
ounng the billing-month ending December 
» floes not meet the requirements of sub- 
Pwsgrxph > 8 ) (l) off this paragraph because 
“ ■ 10 ** amount which docs not exceed 
me required monthly payment ($20). The 
ot ttlei ior ^ bluing-month 
Jxnuxry 30 d0 «* no1 meet the re- 
* subparagraph (3) (11) of this 
bccause the flnt payment after 
web bUUng.nKjntb < mB e) was equal to 
of 14)0 Account as of the close 

'Web billing-month ($72,56). For this 
Pwpo-e the balance of $82 56 is reduced by 
CTAdii^ 0 or •Hownace was 

be'orr the biliing-month of sole and 

20 Thu ^ the $82 56 
bstblimL. ncc ? unt "of the close of the 
ntioa en(Un * corpo- 

u rear $3595 wUl be treated 

Pw» nf m Ui*tollment plan for pur¬ 
view for the percentage pro- 

SS. 1 * 10 ■ u ‘»P»nLgn.ph <a, of thU para- 


(6 | For purpose * Of this paragrap 

thh'ru^^® 8 otherwise provided 
Iromacu'^ ' *•? Payment recel 
Plan befOT^S" *f ndcr * re w>lving cr. 
month „?,* the dose of the last bill! 
be ap D iw 1; , n8 „ ,n ^ taxable year si 
tUn d‘nc chari« Ulda i e the ear, “ >8t o 

"IthttJwW Un , der “c* 1 Plan, r 
Provision to K the pnm le 0f tow or cont, 
« For purp< 
^ the charges rem 

<* the lalt bUhr! account « the , 

*“■»*> vear U tSrKl^ n< ^ 8 

f Hums and la *J>ayer may ap 

foath ending in ? f tl ?° lftst t>Uli 
} B) to liquidate nr ^ ab,e >' car Pit 
h l the specifV ,,°I reduce ‘he cha 
*hlch an niu tern so returned or 
»• Pinnated, or 
earliest o 

for ZS!?; The method so 
* ne » *h»U t* f^J?i unu and aU( 

l0l,0 *ed on a consist 


basis from year to year unless the dis¬ 
trict director consents to a change. Ad¬ 
ditionally. finance or service charges 
which are computed on the basis of the 
balance of the account at the end of 
the previous billing-month (usually re¬ 
duced by payments during the current 
billing-month) arc accrued at the end 
of the current billing-month and arc 
therefore considered, for purposes of 
determining the earliest outstanding 
charges, os charged to the account after 
any sales made during the current bill¬ 
ing month. However, for purposes of de¬ 
termining which charges remain in the 
balance of an account at the end of the 
last billing-month ending in a taxable 
year which began after December 31. 
1963. payments received during such 
year shall be applied first against any 
finance or service charges which were 
outstanding at the time such payment 
was received. The preceding sentence 
shall not apply with respect to a com¬ 
putation made for purposes of applying 
the rule described In subparagraph 
(2) (ID of this paragraph. 

• • • • • 

(Sec. 7805 of the Internal Revenue Code of 
1954; 68 A 8 tat. 917; 26 US.C. 7805) 

(FJt. Doc. 65-2299; Filed. Max. 4. 1965; 

8:46 ajn.J 


|TX>. 6806] 

PART 1—INCOME TAX; TAXABLE 

YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Collapsible Corporations 

On November 11, 1964. notice of pro¬ 
posed rule making with respect to tlie 
amendment of the Income Tax Regula¬ 
tions (26 CFR Part 1) to conform the 
regulations to the amendments of section 
341 of the Internal Revenue Code of 1954 
made by section 20 of the Technical 
Amendments Act of 1958 <72 Stat. 1615), 
section 13(f)(4) of the Revenue Act of 
1962 <76 Stat 1035). and section 231(b) 
(4) of the Revenue Act of 1964 (78 Stat 
1C5> was published in the Federal Reg¬ 
ister <29 F.R. 15209). After considera¬ 
tion of such relevant matter as was pre¬ 
sented by interested persons regarding 
the rules proposed, the amendment of the 
regulations as proposed is hereby 
adopted, subject to the changes set forth 
below: 

Paragraph 1. Section 1.341-6, as set 
forth in the notice of proposed rule mak¬ 
ing, is changed by revising so much of 
paragraph (h)(2) fill) as precedes the 
example, paragraph (b) (3) and (4), 
paragraph (e)(1) <i), and the headings 
of paragraphs (f) and (g). 

Par. 2. Paragraph (a) of fi 1.333-1, as 
set forth In the notice of proposed rule 
making. Is changed. 

CsealI Sheldon S. Cohen, 

Commissioner of Internal Revenue . 

Approved: February 27,1965. 

Stanley S. Surrey, 

Assistant Secretary of the 
Treasury. 

In order to conform the Income Tax 
Regulations (26 CFR Part I) to the 


amendments of section 341 of the In* 
temal Revenue Code of 1954 made by 
section 20 of the Technical Amendments 
Act of 1953 (72 Stat. 1615). section 13 
(f)(4) of the Revenue Act of 1962 <76 
Stat. 1035). and section 231(b) (4) of the 
Revenue Act of 1964 (78 StaL 105), such 
regulations arc amended as follows: 

Paragraph 1. Section 1.341 is amended 
by adding after section 341(d) a new sub¬ 
section (e) and a historical note, as fol¬ 
lows: 

§ 1.341 Statutory provisions; collapsible 
corporations. 

Sec. 341. Collapsible corporations. • • • 

(e) Exceptions to application of section— 
(1) Sales or exchanges of stock. For pur¬ 
poses of cubacction (a)( 1 ). a corporation 
shall not be considered to be a collapsible 
corporation with respect to any sale or ex¬ 
change of stock of the corporation by a 
shareholder. If. at the time of such sale or 
exchange, the turn of— 

(A) The net unrealized appreciation tn 
subsection (e) assets of tbs corporation (as 
defined tn paragraph (5) (A) ), plus 

(B) If the shareholder owns more than 
5 percent in value of the outstanding stock 
of the corporation, the net unrealized ap¬ 
preciation in assets of the corporation (other 
than assets described In subparagraph (A)) 
which would be subflection (e) assets under 
clauses ( 1 ) and (IU) of paragraph (5) (A) 
if the shareholder owned more than 20 per¬ 
cent in value of such stock, plus 

(C) If the shareholder owns more than 
20 percent in value of the outstanding stock 
of the corporation and owns, or at any time 
during the preceding 8 -year period owned, 
more than 20 percent In value of the out¬ 
standing stock of any other corporation more 
than 70 percent in value of the assets of 
which are. or were at any time during which 
such shareholder owned during such 3 -year 
period more than 20 percent in value of the 
outstanding stock, assets similar or related 
In service or use to assets comprising more 
than 70 percent in value of the assets of 
the corporation, the net unrealized appre¬ 
ciation In assets of the corporstlon (other 
than assets described In subparagraph (A)) 
which would be subsection (e) or sc is under 
clauses (I) end (ill) of paragraph ( 6 ) (A) if 
the determination whether the property. In 
the hands of such shareholder, would be 
property gain from the sale or exchange of 
which would under any provision of this 
chapter be considered In whole or in part as 
gain from the sale or exchange of property 
which Is neither a capital asset nor properly 
described in section 1231(b), were made— 

(I) By treating any sale or exchange by 
such shareholder of stock In such other cor¬ 
poration within the preceding 3-year period 
(but only U at the tune of such sale or ex¬ 
change the shareholder owned more than 
20 percent In value of the outstanding stock 
In such other corporation) ss a sale or ex¬ 
change by such shareholder or his propor¬ 
tionate shore of the assets or such other cor¬ 
poration, and 

(II) By treating any sale or exchange oT 
property by such other corporation within 
such 3-ycar period (but only If at the time 
of such sale or exchange the shareholder 
owned more than 20 percent In value of the 
outstanding stock In such other corpora¬ 
tion). gain or loss on which was not rec¬ 
ognized to such other corporation under 
section 337(a), as a tale or exchange by ruch 
shareholder of hla proportionate shore of 
the property sold or exchanged. 

does not exceed an amount equal to 15 
percent of the net worth off the corporation. 
This paragraph shall not apply to any sale 
or exchange of stock to the Issuing corpora¬ 
tion or, In the case of a shareholder who 
owns more than 20 percent in value of the 
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outstanding stock of the corporation, to any 
•ale or exchange of stock by such share¬ 
holder to any person related to him (within 
the meaning of paragraph (8)). 

(2) IMjtyibuttons tn liquidation. For pur¬ 
poses of subjection (a)(2). a corporation 
shall not be considered to be a collapslblo 
corporation with respect to any distribution 
to a shareholder pursuant to a plan of com¬ 
plete liquidation If. by reason of the applica¬ 
tion of paragraph (4) of this subsection, sec¬ 
tion 337(a) applies to sales or exchanges of 
property by the corporation within the 12- 
month period beginning on the date of the 
adoption of such plan, and if. at all times 
after the adoption of the plan of liquidation, 
the sum of— 

(A) The net unrealized appreciation in 
subsection (e) assets of the corporation (as 
defined In paragraph (5) (A)), plus 

(B) If the shareholder owns more than 5 
percent in value of the outstanding stock of 
the corporation, the net unrealized apprecia¬ 
tion In assets of the corporation described in 
paragraph (1)(B) (other than assets 
described In subparagraph (A) of this para¬ 
graph). plus 

^ (C) If the shareholder owns more than 20 

"percent in value of the outstanding stock of 
the corporation and owns, or at any time 
during the preceding 3-year period owned, 
more than 20 percent in value of the out- 
alanding stock of any other corporation more 
than 70 percent In value of the assets of 
which are. or were at any time during which 
such shareholder owned during such 3-year 
period more than 20 percent In value of tbo 
outstanding stock, assets similar or related 
in service or use to assets comprising more 
than 70 percent In value of the assets of the 
corporation, the net unrealized appreciation 
in assets of the corporation described In 
paragraph (1)(C) (other than assets de¬ 
scribed in subparagraph (A) of this para¬ 
graph), 

does not exceed an amount equal to 15 per¬ 
cent of the net worth of the corporation. 

(3) Recognition o/ gain in certain liquida¬ 
tion*. For purposes of section 333, a corpo¬ 
ration shall not be considered to be a col¬ 
lapsible corporation If at all times after the 
adoption of the plan of liquidation, the net 
unrealized appreciation In subsection (e) 
assets of the corporation (as defined In para¬ 
graph (5) (B)) does not exceed an amount 
equal to 15 percent of the net worth of the 
corporation. 

(4) Gain or Jojs on sales or exchanges in 
connection with certain liquidations. For 
purposes of section 337, a corporation shall 
not be considered to be a collapsible corpo¬ 
ration with respect to any sale or exchange by 
it of property within the 12-month period 
beginning on the date of the adoption of a 
plan of complete liquidation, if— 

(A) At all times after the adoption of such 
plan, the net unrealized appreciation In sub¬ 
section (e) assets of the corporation (as 
defined In paragraph (5) (A)) does not ex¬ 
ceed an amount equal to 15 percent of the 
net worth of the corporation. 

(B) Within the 12-month period beginning 
on the date of the adoption of such plan, 
the corporation sells substantially all of the 
properties held by It on such date, and 

(C) Following the adoption of such plan, 
no distribution is made of any property 
which In the hands of the corporation or in 
the hands of the distributee Is property in re¬ 
spect of which a deduction for exhaustion, 
wear and tear, obsolescence, amortization, or 
depletion Is allowable. 

This paragraph shall not apply with respect 
to any sale or exchange of property by the 
corporation to any shareholder who owns 
more than 20 percent In value of the out¬ 
standing stock of the corporation or to any 
person related to such shareholder (within 
the meaning of paragraph (8)), If such prop¬ 
erty In the hands of the corporation or In 


the hands of such shareholder or related per¬ 
son Is property in respect of which a deduc¬ 
tion for exhaustion, wear and tear, ob¬ 
solescence, amortization, or depletion Is 
allowable. 

(5) Subsection (e) asset defined. (A) 
For purposes of paragraphs (I), (2), and (4). 
the term “subsection (e) asset*' means, with 
respect to property held by any corpora¬ 
tion— 

(I) Property (except property used In the 
trade or business, as defined in paragraph 
(0)) which In the hands of the corporation 
Is. or. In the hands of a shareholder who 
owns more than 20 percent in value of the 
outstanding stock of the corporation, would 
be. property gain from the sale or exchange 
of which would under any provision of this 
chapter be considered tn whole or in part as 
gain from the sale or exchange of property 
which is neither a capital asset nor property 
described In section 1231(b); 

(II) Property used in the trade or business 
(as defined In paragraph (0)), but only If 
tho unrealized depreciation on all such prop¬ 
erty on which there Is unrealized deprecia¬ 
tion exceeds the unrealized appreciation on 
all such property on which there is un¬ 
realized appreciation: 

(III) If there is net unrealized apprecia¬ 
tion on all property used tn the trade or 
business (as defined in paragraph (0)). 
property used In the trade or business (as 
defined in paragraph (0)) which, in the 
hands of a shareholder who owns more than 
20 percent in value of the outstanding stock 
of the corporation, would be property gain 
from the sale or exchange of which would 
under any provision of this chapter be con¬ 
sidered tn whole or in part as gain from the 
sale or exchange of property which Is neither 
a capital asset nor property described In sec¬ 
tion 1231(b); and 

(iv) Property (unless Included under 
clause (I). (U). or (111)) which consists of a 
copyright, a literary, musical, or artistic com¬ 
position, or similar property, or any Interest 
in any such property. If the property was 
created in whole or In part by the personal 
efforts of any Individual who owns more than 
5 percent In value of the stock of the cor¬ 
poration. 

The determination as to whether property of 
the corporation in the hands of the corpora¬ 
tion Is. or in the hands of a shareholder 
would be, property gain from tbe sale or 
exchange of which would under any provi¬ 
sion of this chapter be considered in whole 
or in port as gain from the sale or exchange 
of property which Is neither a capital asset 
nor property described In section 1231(b) 
shall be made as If all property of the cor¬ 
poration had been sold or exchanged to one 
person in one transaction. 

(B) For purposes of paragraph (3). the 
term "subsection (e) asset** means, with re¬ 
spect to property held by any corporation, 
property described In clauses (1). (11). (ill), 
and (iv) of subparagraph (A), except that 
clauses (1) and (111) shall apply in respect 
of any shareholder who owns more than 5 
percent in value of tho outstanding stock 
of the corporation (in lieu of any share¬ 
holder who owns more than 20 percent In 
value of such stock). 

(6) Net unrealised appreciation defined. 
(A) For purposes of this subsection, the 
term "net unrealized appreciation" means, 
with respect to the assets of a corporation, 
the amount by which— 

(1) The unrealized appreciation in such 
assets on which there is unrealized apprecia¬ 
tion. exceeds 

(li) The unrealized depredation In such 
assets on which there is unrealized depre¬ 
ciation. 

(B) For purposes of subparagraph (A) 
and paragraph (5)(A), the term "unrealized 
appreciation" means, with respect to any 
asset, the amount by which— 

(1) The fair market value of such asset, 
exceeds 


(II) The adjusted basis for determining 
gain from the sale or other disposition of 
such asset. 

(C) For purposes of subparagraph (A) 
and paragraph (5) (A), the term unrealised 
depreciation" means, with respect to say 
asset, the amount by which— 

(I) The adjusted basis for determining 
gain from the sale or other disposition or 
such asset, exceeds 

(II) The fair market value of such suet. 

(D) For purposes of this paragraph (bet 
not paragraph (5) (A)), tn the case of any 
asset on the sale or exchange of which only 
a portion of the gain would under any pee* 
vision of this chapter be considered a* f*ia 
from the sale or exchange of property which 
Is neither a capital asset nor property de¬ 
scribed in secUon 1231(b). there shill be 
taken Into account only an amount of the 
unrealized appreciation In such asset which 
is equal to such portion of the gain. 

(7) Net worth defined. For purposes of 
this subsection, the net worth of a corpo»• 
tlon. as of any day. Is the amount by which- 

(A) (1) The fair market value of all Itt 
assets at the close of such day. plus 

(11) The amount of any distribution la 
Complete liquidation made by it on or before 
such day. exceeds _ 

(B) All its liabilities at the dose of 
day. 


For purposes of this paragraph, the net wwih 
of a corporation as of any day shall not 
Into account any increase In net worth dar¬ 
ing the one-year period ending nn such o »7 
to the extent attributable to any smaani 
received by It for stock, or as a contrtbuoco 
to capita] or as paid-in surplus, if H spp*» 
that there was not a bona fide bull nan por- 
poee for the transaction In respect w njss 
such amount was received. 

(8) Related person defined. For purpows 
of paragraphs (1) and (4). the 
persons shall be considered to be reUtsa w 
a shareholder: .. __ 

(A) If the shareholder Is an 

(1) His spouse, ancestors, and lined De¬ 
scendant*. and _ ... M 

(U) A corporation which U control*7 
such shareholder. _ 

(B) If the shareholder is a corportw*^ 

(I) A corporation which control* 

controlled by. the shareholder, ana . 

(II) If more than 50 percentm*™* 
the outstanding stock of the 

owned by any person, a corpomtwo 
than 50 percent in value of the 
stock of which is owned by the aam 

For purposes of determining ^ 

of stock tn applying Ji« p ply. 

(B). the rules of section 267 c) •ball 
except that the family of an IndlTtduslJ^ 
include only his spouse, ancestors. aw» 
descendants. For purposes <* ^ 

graph, control means the owners. P 
possessing at least 50 P^is^*** 
combined voting power of all claw ^ 
entitled to vote or at least 50 perc* 
total value of shares of all classes 
tbe corporation. ... ^ 

(0) Property uted »» 

ness For purposes of this subset 
term "property used in m «*** 

ness" means property deaerli**" bcW!J | 
1231(b), without regard to any 
period therein provided. Dtt rpo*»* 

( 10 ) OMmera/ttp of stock. F • i. 

this subsection (other than p i^etertnia* 
the ownership of stock shah hliCC tl 0 ® 

in the manner prescribed ln “ l J^ft net 

(11) Corporations and sh 

meeting trequirementt.Jn ^ g cd- 

whether or not any **j#r$v* d 

Upslble corporation within w corf***- 
subsection (b). the fact tha 
tlon. or such corporation with lb * r«* 

of its Shareholders, does not ^ * 

quirements of paragraph ( * 

( 4 ) of this subsection shall notv* ^ ^ 
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tt ■ corporation which does not meet such 
Nqutrancnta. shall be made u if thU tub* 
teciieM had not been enacted. 

(tt) Ncnap plication of icction 1245 fa). 
To r purpofit* of tbit tubeectlon. the deter¬ 
mination of whether gain from the tale or 
ctchAQ^e of property would under any pro* 
Tiiton of this chapter be considered as gain 
from the tale or exchange of property which 
to neither a capital asset nor property de* 
Bribed in section 1391(b) shall be made with¬ 
out regard to the application of sections 1245 
<•) and 1350(a). 

(See. 941 as amended by aec. 20. Technical 
Amendmc::M Act 1958 (72 Stat. 1815); tec. 
13(f)(4). Rev. Act 1962 (78 Stat. 1035); sec. 
231(b)(4), Rev. Act 1964 (78 Stat. 105)) 

Pa. 2. The following new section Is 

Inserted after 5 1.341-5: 


1U511-6 Exceptions to application of 

•frlion. 

(a) In general —(1) Transactions ex- 
tepted. Section 341(e) excepts 4 types 
ot transactions from the application of 
the collapsible corporation provisions. 
These exceptions, where applicable, elim¬ 
inate the necessity of determining 
■hrther a corporation is a collapsible 
corporation within the meaning of sec¬ 
tion 341<b> cr whether any of the Umita- 
{tons of section 341(d) are applicable, 
unner section 341(e) (1) and (3). there 
•? 2 exceptions which are designed to 
wio* the nhnreholdcrB of a corporation 
"~? r to sell or exchange their stock or to 
J«elve distributions to certain complete 
UQuldatlons without having any gain 
tonsldered under section 341(a) (1) or 
from the sale or exchange of 
property which Is not a capital asset, 
wder section 341(e)(3). a third excep- 
KlJ* d f a,gnw * P*nnlt the share* 
« • corporation to make use of 
^ton 333 , relating to elections as to 
rwwnitlon of gain In certain complete 
“*® rrto « within one calen- 
Undcr ® ec0on 341(e)(4). 
UonS , «V CXCCp0on permlta a corpora- 
ton«^ k8 .S“ of 337, relating 

«23!£* nl0 ? n of « ata or on sales 
Uon follow °.k pro j )ert y a corpora- 
cutnnletP n R 15® ad °Ptlon of a plan of 
*>Mn^ e •‘wWatlon. Section 341(e) 

XuctatLTC V* dL?t J ribut ton S in partial 
fote^thnn n rcden, Ptlon of stock 
Want in J l a 2i an, / uch distribution pur¬ 
er to C0 ! npIeU! liquidation). 

201(c) ( 3 ) «Ai Ut on ® descrlbed *n section 

*<*Uon f 3U(« e fvf e 'nV* c * cepUons ,n 

only wifh * and (3) apply 

taxable years of 
Jl. 1957 rj?, b egInning after December 

or txchaium '1 th pesp€Ct “!« 

•*«* jnd distributions 
10S8. Th " ££££2 a/ter September 2, 
«> appl e, onlv*»m! ta scct,on 341(e) 

»*»» of wSSLUl th re ?* ct taxab,e 

December 3 i££, Uons . ginning after 
« excbangJL' ‘? 57, and only If all sales 
OaUng dU»rL^ t Propcrty> and all llqul- 
poraUeTSS^SS n ? de by cor- 
“^ddaUon occur irf P Rn of complete 
_ <3> DefiWthZ a /, terSe Pt«n b er2.1958. 
Hotter and aur^.■ 0nstruclims shttTe - 
Pwpcaes of , M / ft,U< on rates. (1) For 
JJjOUve rhi^h^i?. 0, 016 term “con- 
does not uctun i* mean * a person 
*ho u considered U ^ ly own an y stock but 


of the application of subdivision (li) of 
this subparagraph. 

<ii) For purposes of this section (other 
than paragraph (k). relating to defini¬ 
tion of related person) a person shall be 
considered to own the stock he actually 
owns plus any stock which is attributed 
to him by reason of applying the rules 
prescribed in paragraph (b) (2) and (3) 
of J 1.341-4. See section 341(e) (10). 

(ili) As an example of this subpara¬ 
graph. if a husband does not actually 
own any stock in a corporation but his 
wife Is the actual owner of 5 shares in 
the corporation, then the husband is a 
constructive shareholder who is consid¬ 
ered to own 5 shares In the corporation, 

(4) General corporate test. No excep¬ 
tion provided in section 341(e) applies 
unless a general corporate test and. 
where applicable, a specific shareholder 
test are satisfied. Under the general 
corporate test no taxpayer may utilize 
the provisions of section 341(e) unless 
the net Increase in value (called "net 
unrealized appreciation”) in the corpora¬ 
tion’s "subsection (c) assets'* does not 
exceed 15 percent of the corporation's 
net worth. Subsection (e) assets are. in 
general, those assets of the corporation 
which. If sold at a gain by the corpora¬ 
tion or by any actual or constructive 
shareholder who is considered to own 
more than 20 percent in value of the out¬ 
standing stock, would result in the real¬ 
ization of ordinary Income. See para¬ 
graph (b) of this section for the defini¬ 
tion of subsection (c) assets, and para¬ 
graph (h) of this section for definition 
of net unrealized appreciation. This 
subparagraph may be illustrated by the 
following examples: 

Example (f). X Corporation is In the 
bualnesw of selling whin key. The net un¬ 
realized appreciation In Its whiskey la 920.000 
and the net worth of the corporation Is 
9100,000. Since the corporation’s whiskey la 
& subsection (e) asset and since the net 
unrealized appreciation In subjection (e) 
assets (920.000) exceeds 15 percent of net 
worth (915.000), the general corporate test Is 
not satisfied and section 341(e) Is Inappli¬ 
cable to the corporation or tts shareholders. 

Example (2). Assume the same facts as In 
example (X) except that X Corporation is not 
in the business of selling whiskey. Assume 
further that an actual shareholder who owns 
more than 20 percent In value of the out¬ 
standing X stock (or a person who Is con¬ 
sidered to own such actual shareholder's 
stock, such as his spouse) Is in the business 
of selling whiskey. The result is the same 
os in example (1). 

(5) Specific shareholder test . Even if 
the general corporate test is met. a share¬ 
holder selling or exchanging his stock or 
receiving a distribution with respect to 
his stock (referred to as a "specific share¬ 
holder") who is considered to own more 
than 5 percent in value of the outstand¬ 
ing stock of the corporation may not 
utilize the benefits of the exception in 
section 341(e)(1) (or the exception in 
section 341(e) (2)) unless he satisfies the 
applicable specific shareholder test. In 
general, the specific shareholder test is 
satisfied If the net unrealized apprecia¬ 
tion in subsection <e> assets of the cor¬ 
poration, plus the net unrealized appre¬ 
ciation In certain other assets of the 
corporation which would be subsection 


(e) assets In respect of the specific share¬ 
holder under the following circum¬ 
stances. does not exceed 15 percent of 
the corporation s net worth: 

(1) If the specific shareholder is con¬ 
sidered tc own more than 5 percent but 
not more than 20 percent in value of 
the outstanding stock, he must take into 
account the net unrealized appreciation 
in assets of the corporation which would 
be subsection (e) assets if he was con¬ 
sidered to own more than 20 percent in 
value of the outstanding stock (sec para¬ 
graph <cX3Xl> of this section); 

<ii) In addition. If the specific share¬ 
holder is considered to own more than 
20 percent in value of the outstanding 
stock, he must also take into account 
the net unrealized appreciation in assets 
of the corporation which would be sub¬ 
section (e) assets undcr section 341(e) 
(5XA) (1) and (ill) if his ownership 
within the preceding 3 years of stock 
in certain "related" corporations were 
taken into account In the manner pre¬ 
scribed in paragraphs (c) (3) (li) and 

(d) of this section. 

(b) Subsection (e) asset defined —(1) 
General . The benefits of section 341(e) 
are unavailable if the net unrealized ap¬ 
preciation (as defined in paragraph (h) 
of this section) in certain assets of the 
corporation (hereinafter called "subsec¬ 
tion (e) assets") exceeds 15 percent of 
the corporation's net worth. In deter¬ 
mining whether property is a subsection 

(e) asset, it is immaterial whether the 
property is described in section 341(b). 
and sections 1245 and 1250 (relating to 
gain from dispositions of depreciable 
property) shall not be taken into 
account. 

(2) Categories of subsection (e) as¬ 
sets. The term "subsection (e) assets", 
as defined In section 341(e)(5)(A) (i>. 
(il). (ill), and (lv). mccns the following 
categories of property held by a corpora¬ 
tion: 

<i) The first category Is property (ex¬ 
cept property described in section 1231 
(b). without regard to any holding pe¬ 
riod prescribed therein) which in the 
hands of the corporation Is. or in the 
hands of any actual or constructive 
shareholder who is considered to own 
more than 20 percent in value of the 
outstanding stock of the corporation 
would be, property gain from the sale 
or exchange of which would undcr any 
provision of chapter 1 of the Code (other 
than section 1245 or 1250) be considered 
In whole or in part as gain from the sale 
or exchange of property which Is neither 
a capital asset nor property described 
in section 1231(b). For example, includ¬ 
ed in this category is property held by 
a corporation which in its hands is stock 
in trade, inventory, or property held by 
It primarily for sale to customers in the 
ordinary course of its trade or business 
regardless of whether such property is 
appreciated or depreciated in value. 
Also Included in this category Is property 
held by a corporation which is a capital 
asset in its hands but which. In the hands 
of any actual or constructive shareholder 
who is considered to own more than 20 
percent in value of the outstanding 
stock, would be stock in trade. Inventory, 
or property held by such actual or con- 
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structive shareholder primarily for sale 
to customers in the ordinary course of 
his trade or business. For additional 
rules relating to whether property Is a 
subsectior <e> asset under this subdivi¬ 
sion, see subparagraphs <3>. (4), and (5) 
of this paragraph. 

(ii) The second category of subsection 
(e) assets Is property which In the hands 
of the corporation Is property described 
in section 1231(b) (without regard to any 
holding period prescribed therein), but 
only if there is net unrealized deprecia¬ 
tion (within the meaning of paragraph 
(h) (2) of this section) on all such prop¬ 
erty. This subdivision may be illustrated 
by the following example: 

Example, X Corporation owns only the 
foUowing section 1231(b) property (deter¬ 
mined without regard to holding period). 


Oil 

lease hoi ill 

baste 

Fair 

market 

value 

(deprr- 

datloti) 

No. 1-- 

S1A, 000 

4101000 

(40.000) 

No. 2 _ 

MW) 

ft, OCO 

(2.000) 

No. 3. _ 

ft, 000 

ft, 000 

0 

No. 4.. 

5.000 

A 000 

2.000 

Total*. 

22.000 

2ft, 000 

aw 


Since with respect to such property the un¬ 
realized depreciation In property on which 
there U unrealized depreciation ($9,000) ex¬ 
ceeds the unrealized appreciation in property 
on which there Is unrealized appreciation 
($2,000), all such property is Included In 
subsection (e) assets under clause (11) of 
section 341(e)(5)(A), 

(iii) The third category of subsection 
(e) assets exists only if there Is net 
unrealized appreciation on all property 
which In the hands of the corporation 
is property described in section 1231(b) 
(without regard to any holding period 
prescribed therein). In such case, any 
such section 1231(b) property (whether 
appreciated or depreciated) is a subsec¬ 
tion <e) asset of the third category If. in 
the hands of an actual or constructive 
shareholder who is considered to own 
more than 20 percent in value of the out¬ 
standing stock of the corporation, such 
property would be property gain from the 
sale or exchange of which would under 
any provision of chapter 1 of the Code 
(other than section 1245 or 1250) be con¬ 
sidered in whole or in part as gain from 
the sale or exchange of property which 
Is neither a capital asset nor property 
described in section 1231(b). Included 
In this category, for example, is property 
which In the hands of the corporation 
is property described in section 1231(b) 
(without regard to any holding period 
prescribed therein), but which In the 
hands of an actual or constructive more- 
than-20-percent shareholder would be 
property used in his trade or business 
held for not more than 6 months, stock 
in trade, inventory, or property held by 
such shareholder primarily for sale to 
customers in the ordinary course of his 
trade or business. For additional rules 
relating to whether property is a subsec¬ 
tion (e> asset under this subdivision, see 
subparagraphs (3) and (4) of this para¬ 
graph. This subdivision may be further 
illustrated by the following example: 


Example. Assume the same facta aa stated 
In the example under subdivision (U) of thla 
aubpar&graph, except that In addition to the 
oil leaseholds the corporation also owns land 
which has a fair market value of $30,000 and 
an adjusted basis of $20,000 and which In 
the hands of the corporation la property de¬ 
scribed in section 1231(b) (without regard 
to any holding period prescribed therein). 
Assume further that A Is a constructive 
shareholder of the corporation who is con¬ 
sidered to own 25 percent In value of its out¬ 
standing stock and that A holds land pri¬ 
marily for sale to customers In the ordinary 
course of his trade or business, and that no 
actual or constructive shareholder who Is 
considered to own more than 20 percent In 
value of the stock of corporation X so holds 
oU leases. Since with respect to the corpo¬ 
ration's section 1231(b) property the unreal¬ 
ized appreciation in such property on which 
there Is unrealized appreciation ($12,000) ex¬ 
ceeds the unrealized depreciation In such 
property on which there is unrealized depre¬ 
ciation ($9,000). then clause (Ul). and not 
clause (it), of section 341(e)(5)(A) is appli¬ 
cable. Therefore, no oil lease of the corpora¬ 
tion U a subsection (•) asset. However, 
since in the hands of A. a more-than-20- 
percent constructive shareholder, the land 
would be property gain from the sale or ex¬ 
change of which would be considered as gain 
from the sale or exchange of property which 
Is neither a capital asset nor property de- 
. scribed in section 1231(b), the land Is a sub¬ 
section (e) asset. Consequently, the net un¬ 
realized appreciation on subsection (e> assets 
of the corporation Is $10,000 since the net 
unrealized depreciation on the oil leases Is 
not taken Into account. 

(Iv) The fourth category of subsection 
(e) assets Is property (unless included 
under subdivision <i), (ID. or (ill) of this 
subparagraph) which consists of a copy¬ 
right, a literary, musical, or artistic com¬ 
position. or similar property, or any in¬ 
terest in any such property, if the prop¬ 
erty was created in whole or In part by 
the personal efforts of any individual ac¬ 
tual or constructive shareholder who is 
considered to own more than 5 percent 
in value of the outstanding stock of the 
corporation. The phrase “similar prop¬ 
erty" Includes, for example, such prop¬ 
erty as a theatrical production, a radio 
program, a newspaper cartoon strip, or 
any other property eligible for copyright 
protection (whether under statute or 
common law). but does not include a pat¬ 
ent or an invention, or a design which 
may be protected only under the patent 
law and not under the copyright law. In 
general, property Is created In whole or 
in part by the personal efforts of an in¬ 
dividual if such individual performs lit¬ 
erary. theatrical, musical, or other artis¬ 
tic work which afTlrmatlvely contributes 
to the creation of the property, or If such 
Individual directs and guides others in 
the performance of such work. A cor¬ 
porate executive who merely has admin¬ 
istrative control of writers, actors, and 
other artists and who does not substan¬ 
tially engage In the direction and guid¬ 
ance of such artists In the performance 
of their work, does not create property 
by his personal efforts. 

(3) Manner of determination. For 
purposes of determining whether prop¬ 
erty Is a subsection (e) asset under sub¬ 
paragraph (2) (1) or (111) of this para¬ 
graph. the determination as to whether 
property of a corporation In the hands 
of the corporation Is, or In the hands of 
an actual or constructive shareholder 


of the corporation would be, property 
gain from the sale or exchange of which 
would under any provision of chApler 1 
of the Code (other than section 1245 or 
1250) be considered In whole or In port 
as gain from the sale or exchange ot 
property which Is neither a capital asset 
nor property described in section 1231(b) 
shall be made as If all property of the 
corporation had been sold or exchanged 
to one person in one transaction. Pcc 
example, If a corporation whose sole 
asset is an Interest in a gas well hu 
entered into a long-term contract for the 
future delivery of gas from the well, the 
ownership of which will pass to the 
buyer only after extraction or severance 
from the well, the determination as to 
whether such contract is a subsection 
(e) asset shall be made as If the contract 
were sold or exchanged to one person 
In one transaction together with suck 
corporation’s interest In the well An 
assumed sale under this subparagraph 
does not affect the character of property 
which is held for sale to customers in 
the ordinary course of a person s trade 
or business or the character of a trans¬ 
action which would be an anticipatory 
assignment of Income Thus, for 
example. If a corporation holds sub¬ 
divided lots for sale to customers tn 
the ordinary course of its trade or bus¬ 
iness, this subparagraph shall not be 
applied to change the manner in which 


the lots are held. 

(4) Shareholder reference test, For 
purposes of subparagraph (2) 

(ill) of this paragraph, in determine 
whether any property of the corporate 
would, In the hands of a 
actual or constructive shareholder. 
property gain from the sale or 
of which would be considered in 
in part as gain from the sale or evens*)** 
of property which Is neither a cap! 
asset nor property described In 
1231(b), ail the facts and circumitt» 
of the direct and Indirect activities * 
the shareholder must be taken low 
count. If the particular shv***" 
holds property primarily for sale w 
tomers in the ordinary course * 
trade or business and If similar prop*v 
is held by the corporation, then » * 

hands of the shareholder 
rate property will be treated ns he 
marlly for sale to customer? m me 
nary course of his trade or 
Moreover, even If the 5 harehoid . 
not presently so hold property . 
similar to property held by theW?^ 
tlon. it may be determined un ^ 
particular facts and circumstances 
ing Into account an assumed 
corporate property by u,c ^ t Curt¬ 
ail his other direct and U 

ties. and. If applicable, the ^ 

previously so held similar propc 
*he would hold the corporate 
primarily for sale to customers, ^ 
ordinary course of his tra< * c ,r \ 

See also paragraph (d) of 
pertaining to effect of stock 
corporations. A _ s wte 

(5) Special rule for stock i* 


holder's investment account. ^ 4 

(i) A dealer In stock or ^ 

an actual shareholder ^ 

own more than 20 percent 0 


if 
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sUndlng Mock of a corporation) and 
bolds such stock which he actually owns 
In his investment account pursuant to 

lection 1236<a>, or 

(U> A dealer in stock or securities is 
i constructive shareholder who is con- 
adered to own more than 20 percent of 
the outstanding stock of a corporation. 


then stock or securities held by such 
corporation shall not be considered sub¬ 
section ie) assets under subparagraph 
»2><i> of this paragraph solely because 
tuch actual or constructive shareholder 
a a dealer in stock or securities. How¬ 
ever, stock held by such corporation shall 
be considered as a subsection (e) asset 
If, in the hands of any more-than-20- 
percent actual or constructive share¬ 
holder of the corporation, the gain (or 
any portion thereof) upon a sale of such 
stock would (if it were held for more 
than 6 months) constitute, by reason 
of the application of section 341, gain 
from the sale of property which is not 
a capital asset. This subparagraph may 
be illustrated by the following example: 


item pi*. June*, a more- than-20-percent 
•ctuil «turcbo!der in corporation X holds 
wa X stock in on Investment account in 
the manner prescribed in section 1230(a). 
Is a dealer in stock and securities and 
land foe sale to customers in the 
ordinary course of his trade or business. 
, actual or constructive shareholder 

a a dealer In stock and securities or so bolds 
holds all of the stock in corpora- 
y. 4 collapsible corporation within the 
of section 341(b). Y's sole asset 
nr ™* S* which unrealized appreciation 
15 percent of Y*s net worth. Since 
hia X aU>ck ln an Investment 
pursuant to section 1236(a), the Y 
5° con *ldered a subsection (e) 
Jor*. «. X Corporation merely because 
in »tock and securities, 
um T ®tnck Is a subsection (e) 

! * h * x Corporation because if Jones 

^li^^M W K hAVlng • old th0 Y «***• 

he treated as gain from the 
bj Whlch u not ft capital asset 

U application of section 341. 

on ® et unrealized appreciation 

Yk net XtH ti n °J txctt « ,S ****** of 
*** Y etock Woul< i not be a 
*ouid i,nce *<*tlon 341(e) (1) 

of secUon til™'* from application 


General o?I. t exc,iaHOe * ot itock— 
that „■ ®**» 341(e)(1) provl 
fiod th.^2fJ n , "WjwmenU are sa 

•Si to of , 8Cctlon 341< *> 

or exchanL! r l app,y t0 certain a 
8ee nC®,?' by a sharehol 

for sajr-l or 5?? 11 <S) of 11118 P arft « r 

not qSwv unS”® 68 of stock which 
Section 3(w„??, d 5 r 8001100 341(e) 
««baL e of ® ppIics to a sale 
If. atthe by R shareholder c 

the 8Uc h sale or exchai 

^ t08 t and. if 
*** satisfied pecWlc shareholder 

*2 oS^St! Z?? rate . test - 

Un f«Ulj£u*« sa . llsflpd ,f the 
****<* of th,^ latlpn ln * u bsectlon 
80 ‘»oii t fc 1 f ln doo « not exc 
*°rth of nT ' 15 porc °nt of the 
**uh s < h > U, f h corpori ‘tlon. See | 
for the a,,d «> ot this h 

tfPreci&tu!?.? 11 on 01 "net ui 
^^t u n orth.* Ub8eCUon (e> 


(3) Specific shareholder test. The 
specific shareholder test (if applicable) 
is satisfied if the following conditions are 
met: 

<i> If the shareholder selling or ex¬ 
changing the stock is considered to own 
more than 5 percent but not more than 
20 percent in value of the outstanding 
stock, the sum of the net unrealised ap¬ 
preciation in the following assets of the 
corporation must not exceed an amount 
equal to 15 percent of the net worth of 
the corporation: 

(a) The subsection <e) assets of the 
corporation, plus 

(b) The other assets of the corpora¬ 
tion which would be subsection (e) assets 
under section 341(e)(5)(A) (i) and (ill) 
if such shareholder were considered to 
own more than 20 percent In value of the 
outstanding stock. 

(il) If the shareholder selling or ex¬ 
changing the stock is considered to own 
more than 20 percent in value of the 
outstanding stock, the sum of the net 
unrealized appreciation in the following 
assets of the corporation must not ex¬ 
ceed an amount equal to 15 percent of 
the net worth of the corporation: 

(a) The subsection <e) assets of the 
corporation, plus 

<b> The other assets of the corpora¬ 
tion which would be subsection (e) assets 
under section 341(e)(5)(A) <i) and (ill) 
If the shareholder’s ownership of stock 
in certain related corporations were 
taken into account in the manner pre¬ 
scribed in paragraph (d) of this section. 

(4) Example. Subparagraph (3) of 
tills paragraph may be illustrated by the 
following example: 

Example. Assume on individual, A. and 
his grandfather, O, each actually owns 3 per¬ 
cent ln value of the stock of corporation X. 
a corporation holding apartment houses used 
in its trade or business on which net un¬ 
realized appreciation exceeds 15 percent of 
X’s net worth. A, but not O, holds apart¬ 
ment houses primarily for sale to customers 
ln the ordinary course of trade or business. 
Assume that X satisfies the general corporate 
test. A and O desire to sell their stock and 
to take advantage of section 341(e)(1). 
Since a grandfather and grandson are each 
considered to own the other's stock under 
paragraph (a)(3)(U) of this section. A and 
O are each considered to own 6 percent in 
value of corporation X’s outstanding stock. 
Therefore. A cannot avail himself of secUon 
341(e)(1) since he does not satisfy the 
specific shareholder teat prescribed In sub¬ 
paragraph ($) (1) of this paragraph. O, 
however, who Is considered to own 6 percent 
In value of the stock, does not hold apart¬ 
ment houses for sale to customers ln tho ordi¬ 
nary course of trade or business. Therefore. 
O satisflee the specific shareholder test snd 
may benefit from section 341(e)(1), 

<5> Nonqualifying sales or exchanges. 
Section 341(e)(1) does not apply to any 
sale or exchange of stock to the issuing 
corporation. Thus, stock redemptions 
(including distributions in complete or 
partial liquidation) cannot qualify un¬ 
der secUon 341(e)(1). In addition, sec¬ 
tion 341(e)(1) does not apply in any 
case where a shareholder who is con¬ 
sidered to own more than 20 percent in 
value of the outstanding stock sells or 
exchanges stock to any person related 
(within the meaning of paragraph <k) 
of this section) to such shareholder. 


A sale or exchange of stock of the cor¬ 
poration by a shareholder to which sec¬ 
tion 341(e)(1) does not apply because 
of this subparagraph shall have no ef¬ 
fect on the application of this secUon to 
other sales or exchanges of stock of 
the corporation. 

(6) Example. For an illustration of 
Uie application of this paragraph, see 
example (2) ln paragraph (o) of this 
secUon. 

<d> Stock in related corporations — 
(1) General . This paragraph provides 
rules for applying the specific share¬ 
holder test prescribed in paragraph <c) 
<3>(ii> of this secUon for purposes of 
determining whether section 341(e)(1) 
(relating to sales or exchanges of stock 
of a corporation) or section 341(e)(2) 
(relating to distributions in complete 
liquidation of a corporation) applies to 
an actual shareholder who is considered 
as owning more than 20 percent in value 
of the corporation’s outstanding stock. 
In general, if such a morc-than-20-per- 
cent shareholder of such corporation 
(referred to as a “first” corporaUon) 
owns, or at any time during the preced¬ 
ing 3 years has owned, more than 20 
percent in value of the outstanding stock 
of a “related” corporaUon (see subpara¬ 
graph (2) of this paragraph), then cer¬ 
tain transacUons in respect of the stock 
of the related corporation are taken into 
account in tho manner prescribed in sub- 
paragraph (3) of this paragraph. By 
taking such transacUons into account, 
such shareholder of the first corpora¬ 
tion may be deemed to hold primarily 
for sale to customers ln the ordinary 
course of trade or business property sim¬ 
ilar or related in service or use to prop¬ 
erty owned by the first corporaUon where 
his other actlviUcs, direct and indirect, 
are insufficient to treat him as so hold¬ 
ing such property. See secUon 341(e) 
(1HC) and (2>(C). The transacUons 
in respect of stock in a related corpora¬ 
Uon are taken into account solely for the 
purpose of determining the extent to 
which assets (other than subsection (e) 
assets) of the first corporaUon are 
treated as subsection (e) assets under 
the shareholder reference tests of sec¬ 
tion 341(e)(5)(A) (i) and (Ui). For 
purposes of this paragraph, the term 
“similar or related in sendee or use” 
shall have the same meaning as such 
term has in section 1033 (relating to 
Involuntary conversions), without re¬ 
gard to subsection (g) thereof. 

(2) Related corporation defined. (1) 
A corporation (referred to os a “second” 
corporation) is “related” to another cor¬ 
poraUon (referred to as a ’’first” corpo¬ 
ration) if the stock ownership test speci¬ 
fied in subdivision (U) of this subpara¬ 
graph and the more-than-70-percent- 
asset comparison test specified ln sub¬ 
division (ill) of this subparagraph are 
met. 

(II) The stock ownership test specified 
in this subdivision is met— 

(a) In the case of a sale or exchange 
referred to in paragraph (c)(1) of this 
section, if the shareholder ln the first 
corporation is considered to own on the 
date of such sale or exchange more than 
20 percent in value of the outstanding 
stock of the first corporation, and if on 
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such date <or at any time during the 3- 
year period preceding such date) such 
shareholder In the first corporation Is 
on actual or constructive shareholder in 
the second corporation who was consid¬ 
ered to own more than 20 percent in 
value of the outstanding stock of the sec¬ 
ond corporation, or 

(6) In the case of a distribution pur¬ 
suant to the adoption by the first corpo¬ 
ration of a plan of complete liquidation 
refciTcd to in paragraph (e) of this sec¬ 
tion. if the shareholder in the first cor¬ 
poration Is considered to own on any date 
after the adoption of such plan more 
than 20 percent in value of the outstand¬ 
ing stock of the first corporation, and if 
on such date (or at any time during the 
3-year period preceding such date) such 
shareholder in the first corporation was 
an actual or constructive shareholder in 
the second corporation who was consid¬ 
ered to own more than 20 percent in 
value of the outstanding stock of the sec¬ 
ond corporation. 

(ill) The more-than-70-percent-asset 
comparison test specified in this subdi¬ 
vision is met If more than 70 percent In 
value of the assets of the second corpora¬ 
tion (at any of the applicable times de¬ 
termined under subdivision (ii) of this 
subparagraph during which the share¬ 
holder of the first corporation is or was 
considered to own more than 20 percent 
in value of the outstanding stock of the 
second corporation) are. or were, assets 
similar or related In service or use to 
assets comprising more than 70 percent 
in value of the assets of the first corpo¬ 
ration (at any of the times determined 
under subdivision (11) of this subpara¬ 
graph during which the shareholder of 
the first corporation is or was considered 
to own more than 20 percent in value of 
the outstanding stock of the first corpo¬ 
ration). 

(hr) This subparagraph may be illus¬ 
trated by the following example: 

Example, X U a first corporation and Y 
Is a second corporation. On January 15. 
I960, Jones purchased 21 percent in value 
of the outstanding stock of X. which he sold 
on January 1, 1991. On January 15. 1959, 
Jones had purchased 21 percent in valuo 
of the outstanding stock cf Y which he sold 
on December 15. 1959. Since Jones owned 
21 percent of the outstanding X stock on 
January 1. 1961 (the date he sold his X 
stock) and also owned 21 percent of the 
outstanding Y stock at some time during 
the 3-year period preceding January 1, 1961. 
the stock ownership test specified In subdi¬ 
vision (11) (a) of this subparagraph is met. 
Assume that more than 70 percent in value 
of the assets of Y were apartment houses 
held for rental purposes at some time be¬ 
tween January 1. 1958, and December 15. 
1959 (the portion of the 3-year period pre¬ 
ceding the date Jones sold his X stock dur¬ 
ing which he was a more-than-20-percent 
shareholder In Y) and that more than 70 
percent In value of the assets of X were 
apartment houses held for rental purposes 
at some time during the porlod January 15. 
1960. to January 1. 1961. Inclusive (the por¬ 
tion of the 3-year period preceding the date 
he sold his X stock during which lie was a 
more-than-20-percent shareholder in X). 
Thus, the more-than-70-percent-asset com¬ 
parison test specified In subdivision (ill) of 
this subparagraph Is met. Accordingly, cor¬ 
poration Y la related to corporation X within 
the meaning of this subparagraph. 


(3) Manner of taking into account. 
If an actual shareholder in a first cor¬ 
poration wlio is considered to own more 
than 20 percent of the first corporation’s 
stock, owns or has owned stock in a re¬ 
lated corporation, then— 

(1) Any sale or exchange by such 
shareholder, during the applicable peri¬ 
od specified in subparagraph (2) (U) of 
this paragraph, of stock in the related 
corporation shall be treated as a sale or 
exchange by him of his proportionate 
share of the assets of the related corpo¬ 
ration. If immediately before such sale 
or exchange he was an actual share¬ 
holder of the related corporation who 
was considered to own more than 20 
percent in value of the outstanding stock 
of the related corporation. A share¬ 
holder's proportionate share of the as¬ 
sets of a related corporation shall be that 
percent of each asset of the related cor¬ 
poration as the fair market value of the 
stock of the related corporation which 
he actually sold or exchanged bears, im¬ 
mediately before such sale or exchange, 
to the total fair market value of the out¬ 
standing stock of such related corpora¬ 
tion; and 

(U) Any sale or exchange of property 
by the related corporation during the 
applicable period specified in subpara¬ 
graph (2) (11) of this paragraph, gain or 
loss on which was not recognized to the 
related corporation by reason of the ap¬ 
plication of section 337(a), shall be 
treated as a sale or exchange by him of 
his proportionate share of the related 
corporation’s property sold or ex¬ 
changed. if at the time of such sale or 
exchange he was an actual or construc¬ 
tive shareholder of the related corpora¬ 
tion who was considered to owti more 
than 20 percent in value of the outstand¬ 
ing stock of such related corporation. 
A shareholder's proportionate share of 
such related corporation’s property sold 
or exchanged shall be that percent of 
each such property sold or exchanged as 
the fair market value of the stock w r hich 
he was considered to own in the related 
corporation immediately before such 
sale or exchange bears to the total fair 
market value of the outstanding stock 
of such related corporation at such time. 

(4) Example. This paragraph may 
be illustrated by the following example: 

Example. (1) A owns 25 percent In value 
of the outstanding stock of Z Corporation. 
On December 31. 1959. he sella all his stock 
in the corporation and desires to take ad¬ 
vantage of section 341(e)(1). The only 
asset of Z Corporation Is an appreciated 
apartment house held for rental purposes but 
which U not a subsection (e) asset. How¬ 
ever. during the preceding 3-year period A 
sold 25 percent in value of tbe outstanding 
stock of each of 3 related corporations. More 
than 70 percent in value of the asset* of 
each related corporation consisted of on 
apartment house. 

(U) In determining whether the apartment 
house owned by Z Corporation would be a 
subsection (e) asset under the shareholder 
reference test of section 341 (e) (5) (A) (111), 
A Is treated os having sold a one-fourth in¬ 
terest In each of 3 apartment houses during 
the preceding 3-year period and these sales 
must be taken into account, together with 
all other facts and circumstances, In deter¬ 
mining whether the apartment house owned 
by Z Corporation would be. In the hands of 


A. property gain from the solo or exchoefi 
of which would under any provision of chap¬ 
ter 1 of the Codo (other than section 1245 or 
1250) be considered as gain from the or 
exchange of property which is neither a cap¬ 
ital asset nor property described in section 
1231(b). Howover. A s sales of reistsd cor¬ 
poration stock are not token Into account 
in determining whether section 341(e) (1) 
or (2) would be applicable to tales or ex¬ 
change* of stock by (or liquidating dUtrlba* 
turns to) other shareholders of Z Corporation. 


(c) Distributions in certain liquida¬ 
tions pursuant to section 3J7—(1) In 
general. Section 341(e)(2) provide! 
that, if certain requirements are met, the 
provisions of section 341(a)(2) shall In 
no event apply to certain distributions In 
complete liquidation of a corporation. 
Section 341(e) (2) applies with respect to 
any distribution to a shareholder pursu¬ 
ant to a plan of complete liquidation II 
the following 3 requirement* arc saib- 


fled: 

<i) By reason of the application of 
section 341(e)(4) and paragraph (g) ol 
this section, section 337(a) applies to 
sales or exchanges of property by the 
corporation within the 12-month period 
beginning on the date of the adoption of 
such plan. Thus, for example, section 
341(e)(2) is not applicable In any case 
where depreciable, amortizable, or de¬ 
pict able property is distributed after the 
date of adoption of the plan or if the 
corporation docs not sell substantially 
all o t the properties held by It on such 
date within such 12-month period, since 
such a distribution, or the failure to 
make such a sale, makes section 337(a) 
inapplicable under section 341 (e) (4). 

(11) At all times within such 12 -month 
period the general corporate test of para¬ 
graph (c) (2) of this section Is satisfied- 

(Hi) In respect of the shareholder woo 
receives the distribution— 

(a) At all times within such 12 -month 
period while such shareholder is cjj** 
sidcred to own more than 5 percent twt 
not more than 20 percent in value o: tw 
outstanding stock of the cori>ort ^' 
the shareholder must satisfy Uie 
shareholder test of paragraph (c)(3' u 


of this section, and _ 

(b) At all times within such 12 ;i»onm 
period while such shareholder is 
sidered to own more than 20 Pjrc™J" 
value of the outstanding etockot^ 
corporation, the shareholder ©ustsaw 
the specific shareholder test of 
graph (c)(3) (ii) of this seetto- 
(2) Illustration. For an iU l u5t f?r2 
of this paragraph, see example 14 
paragraph (o) of this section 
(f) Recognition of gatnin 5. 
liquidations under section 333- 
341(e)(3) provides that, for pun£“j 
of section 333 (relating to 
to recognition of gain in ccrt *‘” onf 
pletc liquidations occurring wW* 
calendar month), a corporation 
sidered not to be a collapsible 
ration if. at all times niter th 
Lion of the plan of complete 
tlon. the net unrealized ^ 

in subsection <e) assets of tne 
ration docs not exceed an 111110 , ^ 

o 15 percent of the net wor 
on»r..lcn. 


nHinir sonfpnPP 
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«b#ection (e) assets shall be made in 
accordance with paragraph (b) of this 
section except that subparagraph (2) 

(1) and « ill) of such paragraph (b) shall 
apply in respect of any actual or con¬ 
structive shareholder who Is considered 
to own more than 5 percent in value of 
the outstanding stock (in lieu of any 
actual or constructive shareholder who 
la considered to own more than 20 per¬ 
cent in value of such stock>. Thus, no 
shareholder of the corporation can qual¬ 
ify under paragraph (3) of section 341 
(e) for use of section 333 if. because of 
any actual or constructive shareholder 
who Is considered to own more than 5 
percent in value of the stock, this modi¬ 
fied general corporate test is not satis¬ 
fied. On the other hand, once this modi¬ 
fied general corporate test is satisfied, 
all the shareholders can use section 333 
(Msumlm: that the requirements of that 
lection are satisfied) since there Is no 
specific shareholder test. For an illus¬ 
tration of this paragraph, see example 
<3> in paragraph (o) of this section. 

fg> Gain or loss on sales or exchanges 
la connection with certain liquidations . 
Vvnuant to section 337—<1) General. 
Section 341(e)(4) provides that solely 
ior purposes of section 337, a corpora¬ 
tion Is considered not to be a col- 
«l»lble corporation if (i) at all times 
Within the 12-month period beginning 
on the date of the adoption of a plan 
complete liquidation, the net un- 
teallxed appreciation in subsection <e> 
“set* of the corporation does not exceed 
*^i?°!J n 5. equaI 15 Percent of the net 
corporation; (U> within the 
i2-m°nth period beginning on the date 
r * ac *°Ption of such plan, the cor- 
WtUon sells substantially all of the 
hcM by it on such date; and 
n * .J °Mowing the adoption of such plan. 

L nadc of any Property 

or in th ^ ot *** corporation 

oro^rt! * hand5 ot Ul « distributee is 
of which a deduction 
{^exhaustion. wear and tear, obso- 
ar ? T ?rtizaUo n . or depleUon is 
at *** Ume of the 
4 th * plan of liquidation the 
wiuK U a coUA Prtble corporation 
and S Jh! ™ ctinin * of section 341(b) 
iati8fied th thA^ receding requirements are 
Paraeranh^r^ except as provided in sub- 
337< a ; m 2 L2& “?■ par l gra P h fi ection 
but the *° 514011 corporation 

a cohaxSS^ wU1 c^tinue to be 
meaning corporation within the 
purpo# 3 i) (b) <inclu ding for 

®341(e)(2)) with the 
Satisfy all th^ C # h ^freholdcr must still 
this ^ Hi para ^raph <e) of 

‘-Kfisaa.'s.s ,h ' 

«mt. *£2!2?* *? sectt °n 337 treat - 
*lth respect ,i 4> 8ha11 not Bpp,y 

Property bv th^ 15 5ae or ^change of 
actual or cfm.tn! ,r orporat *on to any 
** considered .i ^, Uve shareholder who 
«nt SnSeVSl® 0 " 20 per- 
* corporatlorwf. ? utstandln « stock 
•“ted (vritWn^»!° ° r *? an y Person re- 

<k) of this secUm? 8 ? 6 ** of para «raph 
constructive 7 k*? * such actual or 

j^toSTbSS lf such p ~ p - 

>n the hands of cor P°raUon. or 

related per« on shareholder or such 
Person, hi property In respect of 


which a deduction for exhaustion, wear 
and tear, obsolescence, amortization, or 
depletion is allowable. Thus, gain or 
loss will be recognized on such sales or 
exchanges. 

(3) Cross references. For effective 
date ot section 341(e) (4) and this para¬ 
graph. see paragraph (a)(2) of this 
section. For an Illustration of this para¬ 
graph. see example (4) in paragraph (o) 
of this section. 

(h> Net unrealized appreciation and 
depreciation defined —(X) Net unrealized 
appreciation. For purposes ot this sec¬ 
tion. the term “net unrealized appreci- 
ation“ means, with respect to the assets 
of a corporation, the amount by which— 

(1) The unrealized appreciation in 
such assets on which there is unrealized 
appreciation, exceeds 

(ii> The unrealized depreciation in 
such assets on which there Is unrealized 
depreciation. 

(2) Net unrealized depreciation . For 
purposes of paragraph (b) (2) (11) of this 
section, there is net unrealized depre¬ 
ciation on all property of a corporation 
which in its hands Is property described 
in section 1231(b) (without regard to 
any holding period prescribed therein > 
if— 

(i) The unrealized depreciation in 
such property on which there is un¬ 
realized depreciation, exceeds 

<ii) The unrealized appreciation in 
such property on which there is un¬ 
realized appreciation. 

(3) Unrealized appreciation or depre¬ 
ciation. For purposes of this para¬ 
graph— 

(i) The term “unrealized apprecia¬ 
tion" means (except as provided in sub- 
paragraph (4) of this paragraph), with 
respect to any asset, the amount by which 

(a) the fair market value of such asset, 
exceeds <b> the adjusted basis for deter¬ 
mining gain from the sole or other dis¬ 
position of such asset; and 

(ii> The term “unrealized deprecia¬ 
tion" means, with respect to any asset, 
the amount by which (a) the adjusted 
basis for determining gain from the sale 
or other disposition of such asset, exceeds 

(b) the fair market value of such asset. 

(4) Special rule. For purposes of de¬ 
termining whether the net unrealized 
appreciation in subsection (e) assets of 
a corporation exceeds an amount equal 
to 15 percent of the corporation’s net 
worth under the tests of section 341(e) 
(1), (2). (3). and (“4). In the case of any 
asset on the sale or exchange of which 
only a portion of the gain would under 
any provision of chapter 1 of the Code 
(other than section 1245 or 1250) be 
considered as gain from the sale or ex¬ 
change of property which is neither a 
capital asset nor property described in 
section 1231(b). there shall be taken 
Into account only an amount equal to 
the unrealized appreciation in such asset 
which is equal to such portion of the 
gain. This subparagraph shall have no 
effect on whether paragraph (b) (2) (U) 
or (hi) of this section applies for pur¬ 
poses of identifying the subsection (e) 
assets of the corporation. 

(I) I Reserved) 

(J> Net worth defined. For purposes 
of this section, the net worth of a corpo¬ 


ration. as of any day. is the amount by 
which— 

(1) The fair market value of all its 
assets at the close of such day, phis the 
amount of any distribution (taken Into 
account at fair market value on the date 
of such distribution) in complete liqui¬ 
dation made by it on or before such day. 
exceeds 

(2) All its liabilities at the close of 
such day. 

In computing the fair market value of 
all the assets of a corporation at the 
close of such day, there shall be excluded 
any amount attributable to money or 
property received by it during the one- 
year period ending on such day for stock, 
or as a contribution to capital or as paid- 
in surplus, if it appears that there was 
not a bona flde business purpose for the 
transaction in respect of which such 
money or property was received. 

(k) Related person defined —(1) Gen¬ 
eral. For purposes of paragraphs (c) 

(5) and (g)(2) ot this section, the fol¬ 
lowing persons are considered to be re¬ 
lated to a shareholder: 

(l) If the shareholder is an Individ¬ 
ual— 

(a) His spouse, ancestors, and lineal 
descendants, and 

(b) Any corporation which is con¬ 
trolled by him. 

(ti) If the shareholder is a corpora¬ 
tion— 

(a ) A corporation which controls, or is 
controlled by, such shareholder, and 

<b> If more than 50 percent in value 
of the outstanding stock of such share¬ 
holder is owned by any person, any cor¬ 
poration more than 50 percent in value 
of the outstanding stock of which is 
owned by the same person. 

(2) Control. For purposes of this par¬ 
agraph. control means the ownership of 
stock possessing at least 50 percent of 
the total combined voting power of all 
classes of stock entitled to vote or at least 
50 percent of the total value of shares of 
all classes of stock of the corporation. 

(3) Constructive ownership rules. In 
determining the ownership of stock for 
purposes of tills paragraph, the con¬ 
structive ownership rules of section 267 

(c) shall apply, except that the family 
of an individual shall Include only his 
spouse, ancestors, and lineal descendants. 

(1) i Reserved J 

<m> Corporations and shareholders 
not meeting requirements . In determin¬ 
ing whether the provisions of section 341 
(a) through (d> apply with respect to 
any corporation, the fact that such cor¬ 
poration. or such corporation with re¬ 
spect to any of its shareholders, does not 
meet the requirements of section 341 
(e) (1), (2), (3). or (4) shall not be 
taken into account, and such determina¬ 
tion shall be made as if section 341(e) 
had not been enacted. 

(n> Determinations ivithout regard to 
sections 1245 and 1250. For purposes of 
this section, the determination of wheth¬ 
er gain from the sale or exchange of 
property would under any provision of 
chapter 1 of the Code be considered as 
gain from the sale or exchange of prop¬ 
erty which is neither a capital asset nor 
property described in section 1231(b) 
shall be made without regard to the ap- 
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plication of sections 1245(a) and 1250(a) 
(relating to sain on dispositions of de¬ 
preciable property). 

(o) Illustrations. The operation of 
section 341(e) may be illustrated by the 
following examples: 

Example (1). (!) The outstanding stock 

of X Corporation Is actually owned, on the 
basis of value. 75 percent by A. 15 percent 
by B. and 10 percent by C. None of the itock 
actually owned by one la attributed to an¬ 
other under the constructive ownership rules 
of paragraph (a) (3) of this section. The 
corporation owns no property whtch. in Its 
hands, la property gain from the sale or 
exchange of which would be considered 
(without regard to section 1245 or 1250) as 
gain from the sale or exchange of property 
which la neither a capital asset nor property 
described in section 1231(b). The corpora¬ 
tion owns no property described in section 
1231(b) except an apartment house on which 
the unrealized appreciation la *20.000 and 
which in the hands of A would be property 
held primarily for sole to customers in the 
ordinary course of trade or business. The 
corporation owns no property of the type 
described in clause (It) of section 341(e)(6) 
(A). The net worth of the corporation is 
*100.000 

111 ) Although the apartment house In the 
hands of the corporation is section 1231(b) 
property. In the hands of A. a more-than - 
20-percent shareholder, the apartment house 
would be ordinary-Income type property. 
Therefore, the apartment house Is a subsec¬ 
tion (e) asset under clause (lit) of section 
341(e) (5) (A). Accordingly, since the net 
unrealized appreciation in subsection (e) 
a&sets (*20,000) exceeds 15 percent of net 
worth (*15,000). the general corporate test 
Is not satisfied and section 341(e) is un¬ 
available to the corporation or Its share¬ 
holders. 

Example (2). (1) Assume the same facts 

as In example (1), except that In the hands 
of B. but not in the hands of A or C. the 
apartment house would be property held pri¬ 
marily for sale to customers In the ordi¬ 
nary course of trade or business- 

(11) Since B does not own more than 20 
percent in value of the outstanding stock, 
the fact that the apartment house owned 
by the corporation would. In his hands, be 
property held primarily for sale to customers 
In the ordinary course of trade or business 
does not make the apartment house owned 
by the corporation a subsection (e) asset. 
Therefore, since the net unrealized appre¬ 
ciation in subsection (e) assets (zero) does 
not exceed 15 percent of net worth, the gen¬ 
eral corporate test is satisfied. C may sell 
hU stock to anyone (other than X Corpora¬ 
tion) and will qualify under section 341 
(e)(1). However, a saIc by A of his stock 
to persons related to A within the meaning 
of paragraph (k) of this section will not 
eo qualify. 

(1U) B. however, since he owns more than 
6 percent but not more than 20 percent in 
vnlue of the outstanding stock, must take 
Into account not only the net unrealized 
appreciation in subsection (e) assets but 
also the net unrealized appreciation In any 
other assets of the corporation which would 
be subsection (e) assets under section 341 
(e) (6) (A) If he owned more than 20 percent 
in value of the outstanding stock. There¬ 
fore, since the apartment house owned by 
the corporation would be, In B*s hands, prop¬ 
erty held primarily for sale to customers 
in the ordinary course of trade or business, 
and since the net unrealized appreciation 
in such property (*20.000) exceeds 15 per¬ 
cent of net worth (*15.000), B docs not 
satisfy the specific shareholder test and 
therefore cannot avail himself of section 341 

(e)(1). 

Example (3). (!) Assume the same facts 

as iu example (1), except that in the hands 


of B, but not In the hands of A or C. the 
apartment house of the corporation would 
be property held primarily for sale to cus¬ 
tomers In the ordinary oourse of trade or 
business. Assume further that the share¬ 
holders of X Corporation wish to avail them¬ 
selves of section 333. 

(U) For purposes of section 341 (•) (3). sec¬ 
tion 341 (e)(5) (A) (til) applies in respect of 
any shareholder who owns more than 5 per¬ 
cent (instead of more than 20 percent) In 
value of the outstanding stock. 8)nce in the 
hands of B. a morc-than-5-pcrcent share¬ 
holder. the apartment house would be held 
primarily for sale to customers In the or¬ 
dinary course of trade or business, the corpo¬ 
ration's apartment house Is s subsection (e) 
asset. Therefore, since the net unrealized 
appreciation in subsection (e) assets 
(*20.000) exceeds 15 percent of net worth 
(*15.000). no shareholder of the corporation 
may qualify under section 341(e)(3) for use 
of section 333. However. If B were not a 
more-than-5-percent shareholder of the 
corporation, or If. in his hands, the apart¬ 
ment house would not be held primarily for 
•ale to customers in the ordinary course of 
trade or business, then all shareholders of the 
corporation could qualify under section 341 
(e) (3) for use of section 333 since the apart¬ 
ment house would not be a subsection (e) 
asset. 

Example (4), (I) Assume the some facts 

as In example (1). except that in the hands 
of no shareholder of the corporation would 
the apartment house be deemed property held 
primarily for sale to customers In the or¬ 
dinary course of trade or business (such de¬ 
termination. however, having been made 
without regard to A*s ownership of stock of 
related corporations). Assume further that 
( 0 ) X Corporation adopts a plan of complete 
liquidation, (b) within the 12-month period 
beginning on the date of such adoption X 
Corporation sells substantially all the prop¬ 
erty held by It on such date and distributes 
all IU asseU in complete liquidation, (c) fol¬ 
lowing the adoption of such plan, no dis¬ 
tribution U made of any property which in 
the hands of the corporation or in the hands 
of the distributee Is property in respect of 
which a deduction for exhaustion, wear and 
tear, obsolescence, amortization, or depletion 
Is allowable, and (d) following the adoption 
of such plan no property is sold or exchanged 
to A. to a constructive owner of A*s stock, or 
to a person “related" (within the meaning 
of paragraph (k) of this section) to A or 
such constructive owner. 

(U) Since, under the above-stated facts, 
the requirements of section 341(e)(4) are 
satisfied, section 337(a) will apply to sales 
or exchanges of property by the corporation 
within the 12-month period beginning on 
the date of the adoption of the plan of 
liquidation 

(ill) Any distribution In complete liquida¬ 
tion to B and C. who own 15 and 10 percent, 
respectively, in value of the outstanding 
stock, will qualify under section 341(e)(2) 
because (a) by reason of the application of 
section 341(e)(4). section 337(5) applies to 
sales or exchanges of property by the corpo¬ 
ra Uon. and (b) at all times within tho 12- 
month period beginning on the date of the 
adoption of the plan of complete liquidation 
the general corporate test U satisfied and B 
and C each satisfy the specific shareholder 
test of paragraph <e) (1) (ill) (a) of this sec¬ 
tion. 

(lv) Any distribution in complete liquida¬ 
tion to A. who owns 75 percent in value of 
the outstanding stock, will qualify under sec¬ 
tion 341(e) (2) if. at all times within the 12- 
month period beginning on the date of the 
■Udoptlon of the plan of complete liquidation, 
and of ter taking into account A*» ownership 
of stock in related corporations in the man¬ 
ner prescribed in paragraph (d) of this sec¬ 
tion. A satisfies the specific shareholder test 
of paragraph (•) (I) (Ul) (b) of this section. 


Par. 3. Section 1.341-1 is amended to 
read as follows: 

§ 1.341—1 Collapsible corporation*; in 
general. 

Subject to the limitations contained in 
( 1.341-4 and the exceptions contained Id 
i 1.341-6. the entire gain from <*> the 
actual sale or exchange of stock of t 
collapsible corporation, <b) amounts dis¬ 
tributed In complete or partial liquid*- 
tlon of a collapsible corporation which 
are treated, under section 331, ns pay¬ 
ment in exchange for stock, and (c) * 
distribution made by a collapMble corpo¬ 
ration which, under section 301(c)(3). 
is treated, to the extent it exceed* the 
basis of the stock, in the same manner ai 
a gain from the sale or exchange of prop¬ 
erty. shall be considered as gain from the 
sale or exchange of property which ii 
not a capital asset. 

Par. 4. Paragraph (a) of 8 1333-1 if 
amended to read as follows: 

§1.333—1 Corporate liquidntion in *oo# 
one calendar month. 

(a) In general. Section 333 provide* 
a special rule. In the case of certain 
specifically described complete liquida¬ 
tions of domestic corporations occurrinf 
within some one calendar month, for 
the treatment of gain on the shares of 
stock owned by qualified electing share¬ 
holders at the time of the adoption of 
the plan of liquidation. The effect of 
such section 1s In general co postpone the 
recognition of that portion of * quali¬ 
fied electing shareholder’s pain on the 
liquidation which would otherwise w 
recognized and which is attributable to 
appreciation in the value of certain cor¬ 
porate assets unrealized by the cogoji- 
tion at the time such assets .are dtstno- 
uted In complete liquidation. Ow 
qualified electing shareholders are 
titled to the benefits of section 333. 
determination of who Is a Qualified ea 
lng shareholder Is to be made under sec¬ 
tion 333(c). For the basis of 
received on such liquidations. *ee 
Uon 334(0. Section 333 has no appl^ 
Uon to gain in respect of stock of 
lapsible corporation to which sec 
341(a) applies. 

• . • 

Par. 5. Section 1 . 337-1 U amended » 

read as follows: 

§ 1.337-1 General. 

Except as provided in s€Cli ° t ?'’ 
and 392(b). if a corporation dls«W£ 
all of its assets In complete 1 , q ^ | ^ 

within 12 months after a ^. p n »ust 
a plan of liquidation. whlch p ‘ 4 no 

be adopted on or after June ... 
gain or loss shall be rccofinIMd '•^ 
sale of property (as defined^ *4 
337(b)) during such 12 -monUi 
For this purpose such sales ma> u tJ j. 
before the adoption of the pi* . ^ 
da tlon if made on the same day * 
is adopted. All •“***-i. 1 !*!. £dble •»* 
tained to meet claims) .bothta*- lthia 
Intangible, must be distributed ^ 
the 12-month period. Any 
tained after the expirationw cJ4UB j 
month period for the payme [tn $ef-t 
(including unascertained or « 
liohiiitlnv nr tf»Tnrilses) must 















Friday , March 5, 1965 


FEDERAL REGISTER 


2851 


ctUy set apart for that purpose and 
must be reasonable In amount in relation 
to the items involved. The 12-month 
period shall begin on the date of adoption 
of the plan determined as provided In 
paragraph (b) of § 1.337-2 and no exten¬ 
sion of such period can be granted. See 
section 453(d) (4) (B) relative to non¬ 
recognition of gain on the distribution of 
certain installment obligations. Except 
to the extent provided in section 341(e) 
i4>. sales or exchanges made by a col¬ 
lapsible corporation (as defined in section 
34l<b>> are excluded from the operation 
of section 337 by section 337(c). Ac¬ 
cordingly. except as provided in section 
341(e)(4). section 337 does not apply to 
any sale or exchange of property when¬ 
ever the distribution of such property in 
partial or complete liquidation to the 
shareholders in lieu of such sale or ex¬ 
change would have resulted in the taxa¬ 
tion of tlie gain from such distribution 
in the manner provided in section 341(a) 
as to any shareholder or would have re¬ 
sulted in the taxation of the gain in such 
manner, but for the application of sec¬ 
tion 341(d). Likewise, section 337 does 
not apply to sales or exchanges made by 
a corporation if such corporation is 
liquidated in a transaction to which sec¬ 
tion 333 is applicable, or in a transaction 
to which section 332 applies (except to 
the extent provided in section 337(c) <2) 
'Bn. Section 392(b) provides special 
rules with respect to the recognition of 
gain or loss upon certain sales made by a 
liquidating corporation during 1954 and 
1955. 

(Sec. 7805 ol the Internal Revenue Code of 
l&M. 68A Stat. 917; 20 UBC. 7805) 

I**. D65-2301; Plied. Mar. 4. 1905; 

8:40 am.J 


Titlfi 5— nu.il 

PERSONNEL 

Chapter I—Civil Service Commissior 
PART 213—EXCEPTED SERVICE 
Deportment of the Air Force 

213 3109 14 atT >e n <ted to show 
Position* at Lookout Mountain Lab- 
Angeles. Calif., are no longei 
Schedule A. KtTecUv, 
m bUc * tlon ln the Fsdmal Regis 
lor ^r. P1U ‘ a i rRph 111 and the headnoU 
vjagmph < c > 0 f f 213.3109 are re- 

6 2 3 ®tat. 403. oj> Amended; 

Untttd States Civil Serv¬ 
ice Commission. 

Mary V. Wenzel. 

Executive Assistant to 
the Commissioners. 

n,ed W“ «. I«K; 

8 50 njtk } 
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PART 213—EXCEPTED SERVICE 
Department of Justice 

Section 213.3310 is amended to show 
that the positions of Deputy Director and 
Assistant Director (Research, Statistics, 
and Development) In the Bureau of Pris¬ 
ons and the position of Deputy Commis¬ 
sioner of Industries. Federal Prison In¬ 
dustries, Inc., are no longer excepted 
under Schedule C. Effective upon pub¬ 
lication in the Federal Register, sub- 
paragraph (2) of paragraph <m> and 
subparagraph (2) of paragraph (n) of 
f 213.3310 are revoked and subparagraph 
(3) of paragraph (m) is amended as set 
out below. 

§ 213.3310 Department of JuMkf. 


<m> Bureau of Prisons. • • • 
(3) Three Assistant Directors. 


(RS. 1753, tec. 2. 22 Stat. 403. a* amended; 
5 UB.C. 631. 633. E.O. 10577. 10 FR 7621. 3 
CFR, 1054-1058 Comp., p. 218) 

Ukited States Civil Serv¬ 
ice Commission, 

(seal! Mary V. Wenzel, 

Executive Assistant to 
the Commissioners. 

| PR. Doc. 05-2326; Piled. Mar. 4. 1965; 
8:50 ajn.| 


Title 7—AGRICULTURE 

Chapter I—Consumer and Marketing 
Service, 1 * (Standards, Inspections, 
Marketing Practices), Department 
of Agriculture 

PART 26—GRAIN STANDARDS 

Numerical Grades and Sample Grade 
and Grade Requirements 

In the Federal Register of December 
16. 1964 (29 F.R, 17816), there was pub¬ 
lished a notice of a proposal to amend 
$ 26.127(a) of the Official Grain Stand¬ 
ards of the United Stales for Wheat (7 
CFR 26.127(a)) promulgated under au¬ 
thority of the United States Grain 
Standards Act. 39 Stat. 482. as amended 
(7 UvS.C. 71 et seq.). The proposal 
would Increase the maximum limits of 
contrasting classes in grades No. 1, No. 2. 
and No. 3 from 0.5, 1.0. and 2.0 percent 
to 1.0, 2.0, and 3.0 percent, respectively, 
in all classes of wheat except mixed 
wheat. Interested persons were given 30 
days in which to submit written com¬ 
ments, suggestions, or objections with re¬ 
spect to the proposed amendment. 

Statement of considerations. Thirty- 
five persons or organizations submitted 
comments with respect to the proposal. 
Two of those submitting comments op¬ 
posed the changes. Nineteen indorsed 
the changes but most of them felt that 


1 Effective Peb. 8, 1965, the name of the Ag¬ 

ricultural Marketing Service was changed 

to the Consumer and Marketing Service. 


further adjustments were needed. Most 
of these suggested a maximum limit of 
2.0 percent of contrasting classes in 
grade No. 1. 3.0 percent for grade No. 2, 
and 4.0 percent for grade No. 3. One sug¬ 
gested that the change be made but that 
it should not apply to hard red spring 
wheat, hard red winter wheat, or durum 
wheat. Several suggested that tolerances 
for contrasting classes should be the same 
as was permitted in the standards that 
were ln effect prior to June 1, 1964. 
Many of those who submitted comments 
suggested a greater relaxation than pro¬ 
posed, but nearly all agreed that a change 
was needed. Some of the comments re¬ 
ceived were not directed to the specific 
proposal but referred to related matters. 

In order to obtain factual information 
about the effect of contrasting classes on 
the grading of wheat, a survey was made 
in the Pacific Northwest. The problem 
of downgrading of wheat because of 
contrasting classes was reported to be 
more serious in that area, particularly 
with the class White Wheat, than in 
other parts of the Nation. The survey 
covered more than 45.000 Inspections of 
White Wheat of the 1964 crop, made 
during the period from July 15 through 
November 30, 1964. More than 92 per¬ 
cent of the lots covered by these Inspec¬ 
tions w ould have been graded No. 1 under 
the present standards on the basis of 
contrasting classes only. Slightly more 
than 95 percent would have been graded 
No. 1 under the proposed changes with 
respect to this factor. 

To permit larger percentages of con¬ 
trasting classes in grades No. 1. No. 2. 
and No. 3 than proposed would tend to 
lower the quality of wheat containing 
the maximum limits of contrasting 
classes and Impair the competitive posi¬ 
tion of domestic wheat in the world 
market. 

Regulatory action. After due consld- 
atlon of all submissions made pursuant 
to the notice of proposed rule making 
and all other relevant matters, pursuant 
to the authority contained in section 2 
of the United States Grain Standards 
Act <7 U.S.C. 74), the proposed amend¬ 
ment of the Official Grain Standards of 
the United States for Wheat, as pub¬ 
lished in the Federal Register on De¬ 
cember 16. 1964 (F.R. Doc. 64-12879), is 
hereby adopted without change to be¬ 
come effective June 15. 1965. 

(Sec. 2. 30 8tat. 482, at amended, sec. 8, 30 
BUt. 485; 7 UB.C. 74. 84; 29 P R 16210; 30 
PR. 1260) 

Done at Washington. D.C., this 2d day 
of March 1965. 

G R. Grange, 
Deputy Administrator . 

Marketing Services. 

Section 26.127(a) reads as follows: 

§26.127 Numerical grade* and sample 
grade and grade require men la. 

(a) Numerical grades and sample 
grade and grade requirements for all 
classes of wheat except mixed wheat. 
(See also 5 26.128.) 
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Maximum limit* of— 


Grade 

l«* weight 

per buabcl 

Defects 

Wheat of other 
dams' 


Hard 

Red 

Ian— 

Wheat 

AU 

other 

clams 

II eat* 
damaged 
kernel* 

Daraarod 

HRM 

(total) 

ForeHm 

material 

Shrunken 

and 

broken 

kernels 

Defects 

(total) 

Con¬ 
trail Inx 

clams 

Wheal 
of other 
Atm i 

(total) 


M0 

*7.0 

6A0 

«L0 

M0 

Pvaiufj 
00.0 
r< o 
Rl n 
M.0 
fiLO 

Percent 
O. 1 
0.2 
0.5 

to 

3.0 

Percent 

2.0 

4.0 

7.0 

10.0 

15.0 

Percent 

0.6 

L0 

2.0 

3.0 

50 

Percent 

3.0 

A0 

A0 

12.0 

90.0 

Percent 

A0 

6.0 

A0 

12.0 

20.0 

Percent 
1.0 
A0 
A0 
10 0 
wo 

Percent 
A0 
A0 
10 0 
10.0 
10.0 


1 Krsl Durum Wheat of any crude may contain uol more than IOjO percent of wheat of other classes. 


Sample grade: Sample grade shall be wheat 
which docs not meet the requirements for 
any of the grades from No. 1 to No. 5 Inclu¬ 
sive; or which contains stones; or which Is 
musty, or sour, or heating; or which has any 
commercially objectionable foreign odor ex¬ 
cept of smut or garlic; or which contains a 
quantity of smut so great that any one or 
more of the grade requirements cannot be 
applied accurately; or which is otherwise of 
distinctly low quality. 

• • • • • 

\TJR. Doc. 65-2331; Piled. Mat. 4. 1*6$; 

8:4* a^n 1 


Chapter VII—Agricultural Stabiliza¬ 
tion and Conservation Service (Ag¬ 
ricultural Adjustment), Department 
of Agriculture 

SUBCHAPTER C—SPECIAL PROGRAMS 

PART 751—LAND USE ADJUSTMENT 
PROGRAM 

Subpart—1964-65 Cropland 
Conversion Program 

Miscellaneous Amendments 

The regulations governing the 1964-65 
Cropland Conversion Program, 29 FR. 
13559. are hereby amended as follows: 

1. The heading of 8 751.62 is amended 
by adding after the word "base" the 
words “and other limitations/' 

2. Section 751.62(a)(1) is amended to 
read as follows: "annual grasses pastured 
or cut for hay or ensilage, provided a 
crop of seed or grain was not harvested 
from such grasses/*. 

3. That part of 1751.62(a) beginning 
with the first proviso is amended to read 
as follows: ' Provided, That for the pur¬ 
pose of determining the row crop and 
small grain base, acreage diverted during 
any year of the base period under the 
following programs and conditions shall 
be considered as having been devoted 
to row or small grain crops for such year: 
Feed grain, wheat stabilization, or wheat 
diversion program; conservation reserve 
program (including the 1963 land use 
adjustment program) where the acreage 
diverted represented a reduction in soli 
bank base crops; and the cropland con¬ 
version program or the Great Plains con¬ 
servation program where the acreage di¬ 
verted represented a reduction in non¬ 
conserving crops: Provided further . That 
for the purpose of determining the row 
crop and small grain base, any acreage 
formerly in the conservation reserve or 
Great Plains program and maintained 
In protective vegetative cover pursuant 


to the regulations governing Reconstitu¬ 
tion of Farms, Allotments, and Bases, 
7 CFR Part 719. as amended, under con¬ 
ditions which represented a reduction in 
soil bank base or nonconserving crops 
shall be considered as devoted to row or 
small grain crops for each year and to 
the exent that farm allotments are pre¬ 
served thereunder. Notwithstanding the 
above, where a conservation reserve con¬ 
tract (including a 1963 land use adjust¬ 
ment program agreement) expired on 
December 31. 1963, and the county com¬ 
mittee determines that all of the con¬ 
servation reserve cover was maintained 
by owners or operators in 1964 in antici¬ 
pation of participating in a 1964 land 
use adjustment program, farms covered 
by a whole farm contract shall receive 
base credit in 1964 for an acreage equal 
to the farm soil bank base if no acreage 
was devoted in 1964 to row or small grain 
ctops and farms covered by a part farm 
contract shall receive base credit for the 
acreage designated at the regular rate 
plus the 1964 acreage of row or small 
grain crops, not to exceed the soil bank 
base acreage for the farm." 

4. Section 751.62 is amended by adding 
at the end thereof a new paragraph (f) 
to read as follows: 

(f) Water from water storage facili¬ 
ties or wells established under the agree¬ 
ment shall not be used for irrigation 
purposes on other than the designated 
acreage during the period covered by 
the agreement. 

5. Section 751.63(c) is amended by In¬ 
serting immediately after the first sen¬ 
tence thereof the following new sentence: 
"In addition, in the case of a farm 
covered by a Great Plains conservation 
program contract, the number of acres 
which may be designated to receive an 
adjustment payment may not exceed the 
acreage which will be available for row 
and grain crop use under such contract 
during the crop year 1969 or the last crop 
year of such contract, whichever occurs 
first." 

<8ec. 16(e), 76 Slat. 605; 16 UJB.C. 590p(e)> 

Effective date: Date of signature. 

Signed at Washington, D.C., on March 
2,1965. 

H. D. Godfrey. 

Administrator, Agricultural Sta¬ 
bilization and Conservation 
Service. 

|FR. Doc. 65-2335: Filed. Mar. 4, 1965; 

8:4* am ] 


Chapter XIV—Commodity Credit Cor¬ 
poration, Department of Agriculture 

SUBCHAPTER B— LOANS, PURCHASES, AKO 
OTHER OPERATIONS 

(C.C.C. Grain Price 8upport Reseal Lota 

Regs.. 1965 and Subsequent Stonge 

Periods | 

PART 1421—GRAINS AND SIMILARLY 
HANDLED COMMODITIES 

Subpart—Rcseal Loan Program 

These regulations are applicable to 
reseal loan programs for the 1966 and 
subsequent storage periods. 

Sec. 

14213481 Oeneral. 

14213482 Applicable sections of the Oenml 
Regulations for 1964 and «ub- 
sequent crops. 

14213483 Eligibility requirements. 
14213484 Redemption and delivery of Com¬ 
modity. 

14213435 Quantity eUglble for reseaL 
14213486 Quality. 

14213487 Approved storage. 

1421.3488 Storage payments. 

1421 3489 Setoffs. 

14213490 Commingling. 

14213491 Maturity. 

Atmioamr: The provisions of this rubpsit 
Issued under secs. 4 and 5. 62 But. 1070 m 
amended; secs. 101, 105. 107. 301, 601, 406. 
63 8iat. 1051. aa amended; 15 US.C. 714|D) 
and (c); 7 U8.C. 1441.1447.1421.142$. 

g 1421.3131 General. 

The regulations in this subpart 
forth continuing terms and conditions 
for reseal loans commencing in 
and any year thereafter with nspect w 
any commodity of a particular crop lor 
which an annual supplement to this po¬ 
part is issued authorizing re.scal loons 
and storage periods for such crop ox tr 
commodity. Additional provisions ior 
reseal loans (stating the crop of f PJ*’ 
ticular commodity for which r«ew lo«2» 
will be granted, the area in which wen 
reseal loans will be granted, i 
and period during which CCC wi11 psf 
for storage of commodities under re- 
loan, quality and other approprl la *f / 
quirements) shall appear in the 
supplements to this subpart. To P&r 
pate in the rcseal loan program uno^ 
this subpart, a producer must w 
application requesting %jjeseal loan 
extension of a rcseal loan with the 
office and have such application 
proved by that office. A rcseal lo * n 
be granted on an eligible commo^f 
which is in approved storage and is w 
ered by a loan evidenced by a n * 
secured by a chattel mortgage. A ^ 
loan granted under this subpJ \ I ^ /N ,. m ty 
due on demand by CCC. A &<****£ 
redeem his reseal loan. or de ? ' rcC, 
commodity covered by such & 

on the terms and conditions *PP< * nUA i 
this subpart and the applicable- ^ 
supplement. Any reference in t!.^^ 
part to a section of another re* 
shall be deemed to refer to 
and any amendments tfaereto. ^ 
in these regulations. " ccc ‘ nn juid 
Commodity Credit sublli* 

"ASCS" means the AgriculturaJS^ 
zation and Conservation Sen c icU j. 
United States Department ox ** % 

ture. The term "reseal loan 
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price 5 uppor\ loan on a farm stored com¬ 
modity evidenced by a Producer’s Note 
and Supplemental Loan Agreement and 
Commodity Chattel Mortgage or a Farm 
Storage Note. Chattel Mortgage and Se¬ 
curity Agreement <such forms herein¬ 
after called ‘note and mortgage”) for 
rhich the maturity date Is extended, or 
price support loan on a farm-stored 
commodity obtained under $ 1421.3483 
td and evidenced by such note and 
mortgage, both subject to the terms and 
conditions of this subpart and the Re¬ 
sell of Farm Storage Loan Program. 


§ 1421.3182 Applicable section* of the 
General Itcuul.itton* for 1964 ami 

ftultofqucnt crop*. 

The following sections of the General 
Regulations Governing Price Support 
for 1964 and Subsequent Crops published 
In 29 F.R. 2688 shall be applicable to the 
reseal loan program for 1965 and subse¬ 
quent years: 35 1421.51. 1421.52 (a) 

through <e), 1421.54, 1421.57. 1421.59, 
1421,60(b), 1421 61. 1421.62(b). 142163 
through 1421.65, 1421.66 (a), (c). (d). 
and <e>. 1421.67. 1421.68 <a> and (b). 
1421 69 (c) and <d>, 1421.72 <c>. <d). 

(f). <J>. and <k>. and 1421.73 
through 1421.78. 


( 1421.3183 Eligibility requirement*. 

Producer. A producer shall be 
eligible to participate In this program 
u he has an eligible commodity under a 
larm storage loan for which a reseal loan 
program has been authorized in an an¬ 
nual supplement hereto. 

When to apply. The producer 
must apply f or a repeal j oan w jthin two 
cuendar months after maturity of his 
•ojan unless a later date is authorized by 
the Stale committee. 

cr%m L^aiHJ 0 * 1713 ' A Producer who has a 
cwnmodity covered by an application 
m/wuS?* support on a farm-stored com- 
mu ? t place such commodity 
for r Jf 1 ? ln , ordcr for lt be CliKlble 
ihnii . I * an * f or reseal purposes 
X* madc n o later than two calendar 
loan^Vi" the maturi ty date for the 
date ST . l .^h c ^ m T odlky ur, l ess a l*ter 
mlttee k uthorized *»• the State com¬ 
ment <^f t i b ^: rw T en, 0/ ,oans - Disburse- 
?r»ah nC f W .i? nn refcrred to ln para- 
to»Dr^L° r v hls “oMon will be made 
^ ASCS coun ty offices by 

by credit l f ht .u rafU drawn on CCC or 
The* nri, P 16 Producer's accoimt. 

locumwti^or m H K n0t prcsent thc ,oan 
tommoditv lnv. dk ? u r 8e,nent unle8s the 
CtaL f,',? by thc m °rt«age Is 
In t If . lb « commodity was not 

th e total imramf ^ of dlsburs cment. 
loan shall h* d,sburse <l under the 
Producer. ^ refunded Promptly by the 

5 '"XSLJ&gr ** and Miyerr 

*t any UmThv'rw r . edficrn the commodity 
U a pS by ^ yln8 otr his reseal loan. 
•Oddity to^ccr**** 10 dfllver his corn¬ 
ice wlUch m’nljn S?"* ** county 

ntch tommoTv'^ original loan on 
within a u.i7tv rf t ce of hla election 
^ Miniversary^of ^ rl0d endin » wlt h 
0f h>* orlKi^noan ^ , makurlty dat C 

s ,.n, 3 u,e casc ° f 


loans made under 5 1421.3483(c) within 
a thirty-day period ending with the an¬ 
niversary date for farm-stored price sup¬ 
port loans applicable to the crop of the 
commodity on which such loan was ob- 
tained. He must thereafter deliver the 
commodity for which notice was given 
in accordance with delivery instructions 
issued by the county office. 

§ 1421.3485 Quantity eligible for repeal. 

The quantity eligible for reseal shall 
be the measured or estimated quantity 
necessary to secure the original loan and 
any additional quantity placed under 
loan as provided in 5 1421.3483(c). less 
any quantity delivered to CCC or re¬ 
deemed by the producer prior to reseal, 
except that, if the quantity in thc bin(s) 
or crib(s> securing the loan exceeds such 
measured or estimated quantity as deter¬ 
mined under 5 1421.61(a). the entire 
quantity in the bines) or crib(s) shall be 
ineligible for reseal unless the excess is 
placed under loan as provided in 51421.- 
3483(c) hereof, or unless such excess is 
removed from the bin(s) or crib(s) as 
provided in 5 1421.68(a). 

§ 1421.3486 Quality. 

Prior to approval of a reseal loan the 
commodity will be inspected by the 
county committee or its representative 
and a resea] loan will not be approved 
unless it is determined on the basis of 
such inspection that the quality of the 
commodity is such that it can reasonably 
be expected to be stored with safety for 
the authorized storage period of the re¬ 
seal loan. 

§ 1421.3 487 Approved Mornjce. 

Approved storage shall consist of a 
storage structure located on or off the 
farm (excluding public warehouses), 
which thc county committee or Its rep¬ 
resentative determine will afford safe 
storage for the commodity. 

§ 1421.3488 Storage payment*. 

(a) Time . Storage payments shall be 
made at least annually at the end of thc 
authorized storage period and may be 
made during the authorized storage pe¬ 
riod at frequencies determined by CCC. 
Final storage payments will be made at 
time loan is redeemed or upon settle¬ 
ment when the commodity is delivered. 

(b> Storage payment unite. Storage 
payments shall be based on units of 100 
bushels or 100 hundredweight, as appli¬ 
cable, with respect to the commodity un¬ 
der loan. Storage payments made prior 
to redemption or delivery of the commod¬ 
ity shall be computed on thc basis of the 
quantity on which the reseal loan was 
made rounded to the nearest whole unit. 
Final storage payments shall be com¬ 
puted on the quantity redeemed or de¬ 
livered rounded to the nearest tenth of 
a unit 

(c) Storage credit. Credit will be 
given for each full month of storage. 
Credit will not be allowed for the month 
in which redemption or delivery is made 
or loss or damage to the commodity to 
be assumed by CCC under 5 1421.65 oc¬ 
curs. A final storage payment made 
within two calendar months after the 
anniversary of the original loan maturity 


date shall not Include a storage payment 
for any part of the two months period. 

<d> Quantity eligible. The maximum 
quantity eligible for storage payment 
prior to redemption or delivery under 
paragraphs (a) and (b) of this section 
shall be thc quantity In the bin(s) or 
crib(s) eligible for reseal loan under 
5 1421.3485. as determined by CCC. Ad¬ 
justments for prior years* storage pay¬ 
ments will be made with the producer at 
the time of final settlement based on the 
quantity of the commodity delivered to 
CCC or redeemed by the producer except 
that. In the case of loss or damage to the 
commodity assumed by CCC under 
f 1421.65, the producer shall be entitled 
to a storage payment on the quantity lost 
or damaged, as determined by CCC, up to 
the time provided for in paragraph <c) of 
this section. 

(e) No storage payments. Notwith¬ 
standing the provisions of this section, in 
no case will any storage payment be 
made: If the producer has made any 
false representation ln the loan docu¬ 
ments, in obtaining the loan, or in set¬ 
tlement of thc loan: if the commodity 
has been abandoned: if there has been 
conversion with intent to defraud on the 
part of the producer: or if the commod¬ 
ity was damaged or otherwise impaired 
due to negligence on the part of the pro¬ 
ducer. If a producer received payment 
of any amount to which he is not en¬ 
titled, he shall refund such amount plus 
interest thereon promptly upon demand. 

§ 1421.3489 Setoff«. 

Any storage payment, proceeds of a 
new loan obtained under 4 1421.3483(c), 
or any proceeds due the producer on set¬ 
tlement are subject to the setoff provi¬ 
sions of 5 1421.64. 

§ 1421.3490 Commingling. 

(a) When permitted . When author¬ 
ized by the State committee, the county 
committee may permit producer(s) to 
commingle quantities of a commodity 
w r hlch are under more than one loan and 
which are considered safe for commin¬ 
gling by the county committee subject to 
thc following conditions: (1) When two 
or more producers commingle a com¬ 
modity. they shall be jointly and sev¬ 
erally liable for the entire loan. (2) The 
commodity must be of the same class and 
be eligible for commingling. 

(b) Special conditions. Notwith¬ 
standing any other provision of this sub¬ 
part. thc follow'lng shall apply if quanti¬ 
ties of a commodity covered by more 
than one loan are commingled as pro¬ 
vided ln paragraph (a> of this section: 

(1) Partial deliveries of commingled 
commodities may be permitted only to 
thc extent that the entire contents of a 
bin or crib of the commingled commodity 
can be delivered; <2) if partial redemp¬ 
tions are mftdc in accordance with other 
provisions of these regulations, the quan¬ 
tity redeemed shall be prorated to each 
loan on the basis of the ratio of the quan¬ 
tity on which each loan was made to the 
total quantity on which all the loans 
secured by the commingled commodities 
were made; and the dollar amount to be 
credited to each loan shall be based on 
the amount of the loan represented by 
the quantity determined to have been 
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redeemed from loan; <3) producers 
whose commodities are commingled shall 
be Jointly and severally responsible for 
the amount of each loan secured by the 
commingled commodity; <4) for settle¬ 
ment purposes, (1) if a commodity of 
more than one crop year has been com¬ 
mingled the quantity delivered shall be 
prorated to each loan based on the ratio 
that the quantity on which the loan was 
made bears to the quantity covered by 
all the loans on the commingled com¬ 
modity; and if less than the total quan¬ 
tity covered by the commingled loan is 
delivered, the quantity delivered shall be 
applied first to the loan having the com¬ 
modity with the lowest basic support rate 
up to the total amount on which the loan 
was made and the balance, if any, shall 
be applied to the other loans proceeding 
successively in order of the loans having 
Increasingly higher basic support rates, 
<ii) If a commodity of more than one 
crop year has been commingled, and a 
commodity of different grades and quali¬ 
ties Is delivered, the quantity of each 
grade and quality to be credited to each 
loan shall be as determined by the county 
office, but the total quantity of all of the 
grades and qualities credited to the loan 
shall be an amount determined under 
subdivision (1) of this subparagraph. 

§ 1421.5491 Maturity. 

Farm storage loans extended under the 
reseal program will mature on demand. 

Effective date: Upon publication in the 
Federal Register. 


the effective date of the certificate to, 
but not including, the date of sale speci¬ 
fied in the CCC contract to which it is 
applied. The certificates may be trans¬ 
ferred by endorsement to any other per¬ 
son. CCC reserves the right to determine 
the time and place of delivery and the 
class, grade and quality of feed grain to 
be delivered in redemption of Dealer's 
Certificates. Feed grain delivered under 
a Dealer's Certificate shall be sold at the 
applicable current market price deter¬ 
mined by CCC. Overdeliveries of the 
quantity of grain requested shall be ad¬ 
justed at the applicable market price. 

(4) If the full amount of the Dealer's 
Certificate is not redeemed in feed grain 
a balance certificate shall be issued for 
the unused amount. If the amount is 
$3.00 or less, no balance certificate will 
be Issued unless requested. The effective 
date of the balance certificate shall be 
the effective date of the original certifi¬ 
cate against which it is Issued plus the 
number of days the certificate is in the 
hands of CCC before the balance certifi¬ 
cate is issued. Balance certificates may 
be redeemed in feed grains in the same 
manner as the original certificates. 

Effective date: Date of signature. 

Signed at Washington. D.C., on March 
2. 1965. 

H. D. Godfrey, 
Executive Vice President , 
Commodity Credit Corporation. 

|PB, Doe. 65-2334; Filed. Mat. 4, 1965; 

8:49 am.\ 


would be contrary to the public interest 
and serve no useful purpose. (See f 26M 
(e) of the Board's rules of procedure 
(12 CFR 262.1(e)).) 

Dated at Washington, D.C., this 1st 
day of March 1965. 

Board or Governors or 
the Federal Reserve 
System. 

(seal! Merritt 8hermax, 

Secretary. 

| Fit. Doc. 65 2280; Filed. Mar. 4. IMS; 
8:45 Am.) 


Chapter V—Federal Home Loan Bonk 
Board 

SUBCHAPTER C—FEDERAL SAVINGS AND tOAR 
SYSTEM 
(No. 18X6| 

PART 545— OPERATIONS 

Loans To Finance Acquisition end 
Development of Land 

March 2,1965. 

Resolved that the Federal Home lean 
Bank Board upon the basis of consider¬ 
ation by it of the advisability of amend¬ 
ment of I 515.6-14 of the rules and regu¬ 
lations for the Federal Savings and Ix>an 
System (12 CFR 545.6-14) as hereinafter 
set forth to clarify the regulation with 
respect to the authority to make con¬ 
struction loans and for the purpose of 
effecting such amendment hereby 
amends said $ 545.6-14, as follows, cifec- 


Signcd at Washington, D.C., on March 
2, 1965. 

H. D. Godfrey, 
Executive Vice President . 
Commodity Credit Corporation. 

|FR. Doc. 65**2333: Filed. Mar. 4, 1965; 
8:49 ajn.| 


(Arndt. 1) 

PART 1475—EMERGENCY FEED 
PROGRAM 

Subpart—Livestock Feed Program 

Sales or Grain Advanced bt Dealers 

The regulations Issued by the Com¬ 
modity Credit Corporation published in 
29 F.R. 13475 which contain specific re¬ 
quirements for the continuing Livestock 
Feed Program arc amended as follows: 

Section 1475.211(e) (3) and (4) is 
amended to read: 

g 1475.211 Sale* of grain advanced by 
dealer*. 

• • • • • 

<©)••* 

(3) A Dealer's Certificate will be ac¬ 
cepted at face value If presented to a 
commodity office or other office desig¬ 
nated by a commodity office or DAS CO 
and applied to the purchase of a feed 
grain, in accordance with these regula¬ 
tions. under a contract which specifics 
a "date of sale" not more than 30 days 
after the effective date of the certificate. 
If the specified date of sale Is after such 
30th day the face value shall be reduced 
by one twenty-fifth of one percent for 
each day beginning on the 31st day after 


Title 12—BANKS AND BANKING 

Chapter II—Federal Reserve System 

SUBCHAPTtt A — BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM 

|R*g* MJ 

PART 213—FOREIGN BRANCHES OF 
NATIONAL BANKS 

Interest on Deposits of Officers and 
Employees 

1. Effective March 1. 1965. 4 213.4 is 
amended by adding a new paragraph (g) 
thereto to read as follows: 

§213.4 Further powers of foreign 
bra nr lie*. 

• • • • • 

(g) Pay to any officer or employee of 
the branch a greater rate of interest on 
deposits than that paid to other deposi¬ 
tors on similar deposits with the branch. 

2 a. The purpose of this amendment 
Is to permit overseas branches of na¬ 
tional banks to pay higher rates of in¬ 
terest on deposits of their officers and 
employees than on deposits of other cus¬ 
tomers where it is usual to do so in 
connection with the business of banking 
in the places where the branches are 
located. This action is expected to en¬ 
able such branches to compete more ef¬ 
fectively in the hiring and retention of 
qualified staffs. 

b. There w ? as no notice and public 
participation with respect to this amend¬ 
ment. nor is the effective date thereof 
deferred, as such procedure and delay 


tivo March 5. 1965: 

Paragraph (a) of 4 545.6-14 is hereby 
amended by deleting therefrom the «c- 
ond sentence and. os so amended sn*u 
read as follows: 

§ 545.6-14 Loan* to finance 

and development of land; 1®!®* 
finance construction of home* lor * 
live of acquisition and develop®e 

of land. 

(a) General provisions. Sublet » 
the provisions of this section, a Feflf 
association mny. If permitted W 
terms of its charter. Invest in 
finance (1) the acquisition and d«wW 
ment of land for primarily resldeaUM 
usage and (2) the construction « . 

or single-family dwellings, incliun*- 
acquisition and development o* 
primarily for the purpose of «u«n c 
struction. Such loan pinna. P I V .w 
and procedures as are not 
with this section or with other pr°™“V 
of this part otherwise applies^ 
making of loans on the scan ity . 
liens arc hereby approved by tn ^ 
for use by Federal 
making of loans under this sect! ^ 

* * * *. .. n trA& 

(B«c. 8. 48 8Ut. 132. a* jj f» 

1484. Bforg. Plan No. 3 at t- 47, 

4031. 3 CFR. 1047 EUJip ) 

Resolved further thttU « ^i°3Sj3 
amendment merely clarifies - 

__i_#i. 1 a# inc therefrom 8 - '. 



docs not necessitate any <-*“ ~ 
operation of Federal saving g# 

associations now being .ndpuN* 
Board hereby finds that notice 
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procedure on said amendment are un¬ 
necessary under 5 508.12 of the general 
regulations of the Federal Home Loan 
Bank Board U2 CFR 508.12) or section 
4(a) of the Administrative Procedure 
Act, and the Board hereby finds that, for 
the same reason, publication of said 
amendment for the period specified In 
section 4(c) of said act and 5 508.14 of 
the general regulations of the Federal 
Home Loan Bank Board < 12 CFR 508.14) 
prior to the effective date of said amend¬ 
ment U unnecessary. 

By the Federal Home Loan Bank 
Board. 

rsJCAt! Harry W. Cauls in. 

Secretary . 

[PH Doc. 65 2321; Filed. Mar. 4. 1065; 

8:49 ».m.| 


Title 14-AERONAUTICS AND 
SPACE 

Choptcr I—Federal Aviation Agency 

|Docket No 6067; Arndt 89-43 J 

PART 39—AIRWORTHINESS 
DIRECTIVES 

Boeing Models 707 and 720 Series 
Aircraft 

Amendment 731. 20 F.R. 6614, AD 64- 
•* amended by Amendment 799, 
hU # r <*iuires repetitive lnspcc- 
of the front and rear upper and 
chords on certain Boeing 
Models 707 and 720 Series aircraft and 
£jfir cracks are found. The Agency 

ch^M e ^ rmlnc<1 thftt re P alr of a spar 
S* accordance with paragraph 

ch^ the J* ta fnct » redesign of 
SLS ffj* and therefore. the repetitive 
tt rjT req “ lretf by paragraph (b) (1) 
4 d Continued on spar chords re- 
‘V^ rdance with Paraph 
T^ , 2'5' the A* 5 u further 
*®J»wWe for the dlscontinu- 
chords rcpet * Uve hispectlons for such 

lltrtetlon ‘*arirt* n « fcn< * mCnt reUeVe * » re- 
burden on lmp08e ® no additional 
person > no0cc « nd Public 
U»iZ2 t "I in “» unnecessary and 
** made effecttve 

^Jtacorudderation of the foregoing, and 
me by the *rtmf , BUthority delegated to 
I 3913 of 05 P R 8489>. 

•jassSiJ 14 cfr PRrt 39> • u 

wStfSJE’ 2 PR 661 <- A D 64- 
*9PR ) >n^ D d „^ ^ Amendment 799. 

Models 707 « nd wo 

adding to&nriV ** further amended by 
Paraph (b) (2) the following 

Wrrfbi i rCPCtmVe lns P««on 8 re- 
<»> may be dis¬ 
cordance with thf Ch fT d ^PaTeed in ac- 

March 5 , lDes”*^' 1511811 become effective 

■m. m, m 


Issued in Washington. D.C.. on March 
1,1965. 

C. W. Walker, 

Acting Director . 
Flight Standards Service . 
[F.R. Doc. 65-2277; Filed. Mar. 4. 1065; 
8:45 mm.) 


| Air*pacc Docket No. <& WE-95) 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

Alteration of Control Zone, Revocation 

of Control Area Extension and Des¬ 
ignation of Transition Areas 

On December 24.1964, a Notice of Pro¬ 
posed Rule Making was published In the 
Federal Register (29 PH. 18382). It 
was stated that the Federal Aviation 
Agency proposed alteration of the con¬ 
trolled airspace In the Boise, Idaho, ter¬ 
minal area. 

Interested persons were afforded an 
opportunity to participate in the rule 
making through submission of comments. 
All comments received were favorable. 

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations 
is amended, effective 0001 es.t., May 27. 
1965. as hereinafter set forth. 

1. In J71.171 (29 F.R. 17581>, the 
Boise. Idaho, control zone is amended to 
read: 

Boxsr. Idaho 

With a 5-mile radius of Boise Air Terminal 
(latitude 44 v 33*55" N., longitude 116*13*35" 
W ); within 2 miles each aide of the Boise 
VORTAC 302* radial, extending from the 
5-mlic radius zone to 12 miles NW of the 
VORTAC and within 2 miles each sldo of the 
Boise VORTAC 130* radial, extending from 
the 5-mlle radius cone to 12 mile* 8E of the 
VORTAC. 

2. In I 71.165 <29 Fit. 17557), the Boise, 
Idaho, control area extension is revoked. 

3. In } 71.181 (29 F.R. 17643) the fol¬ 
lowing transition areas arc added: 

Boise. Idaho 

That airspace extending upward from 700 
feet above the surface within an 8-mlle radius 
of the Boise VORTAC; within 2 miles each 
side of the 295* bearing from the Boise ILS 
OM. extending from tho 8-mlle radius area to 
12 miles NW of the LOM: within 2 miles each 
aide of the 328 * bearing from the ILS OM. ex¬ 
tending from the 8-mUe radius area to the 
Eagle FM and within 2 miles each aide of 
the Boise VORTAC 130* radial, extending 
from 12 miles to 15 miles 8R of the VORTAC: 
that airspace extending upward from 1.2D0 
feet above the surface within a 25-mlle radius 
of the Boise VORTAC. extending clockwise 
from a line 8 miles NR of and parallel to 
the Boise VORTAC 319* radial to the Boise 
VORTAC 204* radial; within a 40-mile radius 
of the Boise VORTAC extending clockwise 
from the Boise VORTAC 204* radial to a line 
8 miles NE of and parallel to the Boise 
VORTAC 319* radial; within 8 miles S and 
7 miles N of the Boise VORTAC 269* radial, 
extending from the 40-mlle radius area to 
57 mile* W of the VORTAC; within 8 miles 
NE and It miles 8W of the Boise VORTAC 
294* radial, extending from the 40-mile 
radius area to 75 miles NW of the VORTAC; 
within 8 miles NE and 16 miles SW of the 
Bolso VORTAC 319* radial, extending from 
the 40-mlle radius area to 55 miles NW of 
the VORTAC; and that airspace extending 
upward from 10.500 feet MSL SE of V-507, 
within 5 miles each aide of the Rome. Oreg., 


VORTAC 056* radial, extending from 46 miles 
NE of the VORTAC to the Boise 40-mlle 
radius area. 

Owtajuo, Oregon 

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
of Ontario Municipal Airport (latitude 44"- 
01*15" N„ longitude 117*00*43" W.): within 
2 miles each side of the Ontario RBN 159* 
bearing, extending from the 5-mIlc radius 
area to 8 miles 8 of the RBN. and within 
2 miles each aide of the Ontario RBN 025* 
bearing, extending from the 5-mlle radius 
area to 8 miles NE of the RBN. 

(Sec 307(a) of the Federal Aviation Act of 
1958. as amended; 49 U5.C. 1348) 

Issued in Los Angeles. Calif., on Feb¬ 
ruary 25, 1965. 

William R. Kkirger. 

Acting Director. Western Region . 

|FR. Doc. 65-2284; Filed. Mar. 4. 1965: 

8:45 am.| 


| Airspace Docket No. 63-WE-08J 

PART 71—DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

Alteration of Control Zone, Designa¬ 
tion of Transition Area and Revo¬ 
cation of Control Area Extension 

On December 24, 1964, a notice of pro¬ 
posed rule making was published In the 
Federal Register (29 F.R. 18383). It 
was stated that the Federal Aviation 
Agency proposes to alter the controlled 
airspace In the Cheyenne, Wyo.. terminal 
area. 

Interested persons were afforded an 
opportunity to participate in the rule 
making through submission of com¬ 
ments. All comments received were 
favorable. 

In consideration of the foregoing. Part 
71 of the Federal Aviation Regulations is 
amended effective 0001 e.s.t., June 24, 
1965, as hereinafter set forth. 

1. In 5 71.171 (29 PH. 17590), the 
Cheyenne, Wyo., control zone is amended 
to read: 

Cucyenkx, Wyo. 

Within a 5-mlle radius of Cheyenne Mu¬ 
nicipal Airport (latitude 41*09*20" N.. longi¬ 
tude 104*48*30" W ) and within 2 milt* each 
aide of the Cheyenne ILS localizer E course, 
extending from the 5-mlle radius zone to the 
OM 

2. In 5 71.165 (29 F.R. 17560), the 
Cheyenne. Wyo., control area extension 
is revoked. 

3. In 5 71.181 (29 FJft. 17643), the 
Cheyenne, Wyo., transition area is added 
as follows: 

CtfzrrFiNZ, Wyo. 

That airspace extending upward from 700 
feet Above the surface within a 14-mile radius 
of the Cheyenne Municipal Airport (latitude 
41*09*20" N.. longitude 104*48*30" W.); that 
airspace extending upward from 1,200 feet 
above the surface bounded on the NE by V-8, 
on the SE by V-207, on the SW by V-AS and 
on the NW by V-524, and that airspace NW 
of Cheyenne within 7 mUea NE and 10 miles 
SW of the Cheyenne VORTAC 305* radial, 
extending from the VORTAC to 47 ml lee NW 
of the VORTAC. excluding the portions with¬ 
in the Laramie. Wyo.. transition area. 
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(Sec. 307(a) of the Federal Aviation Act of 
1058. aft amended; 49 U.S.C. 1348) 


Issued In Los Angeles, Calif., on Feb¬ 
ruary 25,1965. 

William R Krieger. 
Acting Director . Western Region. 


(F.R Doc 65-2285; Filed. Mar. 4. 1965; 
8:45 a.m.) 


(Alrapacc Docket Ho. 66-WE-22J 

PART 71—DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE 

AND REPORTING POINTS 

Revocation of Transition Area 

The purpose of this amendment to 
f 71.181 of the Federal Aviation Regula¬ 
tions is to revoke the Hugo, Colo., transi¬ 
tion area. 

The Federal Aviation Agency has de¬ 
termined that the Hugo transition area 
is no longer required for air traffic control 
purposes and, therefore, is no longer 
justified as an assignment of controlled 
airspace. Action is taken herein to re¬ 
voke the Hugo transition area. 

Since this amendment is minor In na¬ 
ture and imposes no additional burden 
on any person, notice and public pro¬ 
cedure hereon are unnecessary and the 
amendment may be made effective im¬ 
mediately. 

In consideration of the foregoing. Part 
71 of the Federal Aviation Regulations 
is amended, effective immediately, as 
hereinafter set forth: 

Section 71.181 (29 F.R. 17671) is 

amended revoking the following transi¬ 
tion area: 

Hugo. Colo. 

(Sec. 307(a) of the Federal Aviation Act of 
1958, as amended; 49 UJB.C. 1348) 

Issued In Los Angeles, Calif., on Feb¬ 
ruary 25.1965. 

William R. Kriecer. 

Acting Director , Western Region. 

JFJL Doc. 65-2286; Filed, Mat. 4. 1965: 

8:45 am.) 


| Airspace Docket No. 63-WE-34] 

PART 71—designation of federal 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS 

Revocation of Control Area Extension 
and Transition Area, and Designa¬ 
tion of Transition Area 

On July 17, *964. a Notice of Proposed 
Rule Making was published In the Fed¬ 
eral Register (29 Fit. 9673) stating that 
the Federal Aviation Agency proposed to 
amend Part 71 of the Federal Aviation 
Regulations to alter the Oxnard. Calif., 
control zone, revoke the Oxnard control 
area extension and Fillmore, Calif., tran¬ 
sition area, and designate a transition 
area at Oxnard. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rule making through the submis¬ 
sion of comments. All comments re¬ 
ceived were favorable. 

Subsequent to the publication of the 
notice, it was determined that the op¬ 
eration of the proposed radio beacon at 
Ventura County Airport, Calif ., was suffi¬ 


ciently in doubt to deny designation of 
a control zone extension. Additionally, 
the notice stated that Restricted Areas 
Rr-2519 and R-2520 would be excluded 
from the transition area. These re¬ 
stricted areas are designated as Joint use 
areas and should be Included in the tran¬ 
sition area. 

Since the changes are minor and pro¬ 
cedural In nature, notice and public pro¬ 
cedure thereon are unnecessary and 
action is taken herein to reflect the 
changes resulting from the nonopera¬ 
tional status of the radio beacon, and 
the inclusion of the restricted areas In 
the transition area. In the interest of 
clarity, the transition area is described, 
herein, in a manner different from the 
description which appeared In the notice. 
Except for the inclusion of the restricted 
areas, the transition area is the same. 

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations is 
amended, effective 0001 e-s.t., April 29. 
1965, as hereinafter set forth. 

1. In 8 71.165 (29 Fit. 17557). the Ox¬ 
nard, Calif., control area extension is 
revoked. 

2. In $ 71.181 (29 Fit. 17643 >. the Fill¬ 
more. Calif., transition area is revoked, 
and the Oxnard, Calif., transition area 
Is designated as follows: 

That airspace extending upward from 700 
feet above the surface within a 3-mile radius 
of the Rancho Conejo. Calif., airport (lati¬ 
tude 34*11*47" N., longitude 118*54'59** W.); 
that airspace within a 7-mile radius of the 
Point Mugu RBN, excluding the portion 
within W-289; and that airspace extending 
upward from 1,200 feet above the surface 
hounded on the E by longitude 118*50*00" 
W.. on the 8 by latitude 34*00*00'* N.. on the 
W by longitude 120*00*00" W., and on the 
N by a line extending from latitude 34*20*00" 
N.. longitude 120*00*00" W. to latitude 34*- 
20*00" N.. longitude 119*30*00” W. to lati¬ 
tude 34*30*00" N.. longitude 119*30*00" W. 
to latitude 34*30*00" longitude 118*60'- 
00" W.. excluding the portions within W-289 
and W-412; and that airspace extending up¬ 
ward from 6.000 feet MSL bounded on the 
N by latitude 34*20 4 00" N.. on the K by 
longitude 120*00*00" W.. on the 8 by lati¬ 
tude 34*00*00" N.. and on the W by longi¬ 
tude 120*30*00" W., excluding the portion 
within Control 1176. 

(Sees. 307(a) and 1110 of the Federal Avia¬ 
tion Act of 1958. 49 X3B.C. 1348 and 1510, 
and Executive Order 10854; 24 F.R. 9565) 

Issued in Washington, D.C., on Feb¬ 
ruary 20. 1965. 

Daniel E. Barrow, 

Chief. Airspace Regulations 
and Procedures Division. 

|FR Doc 65 2287; Filed. Mar. 4. 1965; 

8:45 am.) 


| Airspace Docket No. 63 CE-80J 

PART 71—designation of fed¬ 
eral AIRWAYS, CONTROLLED AIR¬ 
SPACE, AND REPORTING POINTS 

Designafion of Transition Area and 
Control Zones and Revocation of a 
Control Area Extension 

Correction 

In F. R. Doc. 65-2024 appearing in the 
issue for Saturday, February 27, 1965, 


at page 2596, the description for Ander¬ 
son. Ind. in $71,181 should retd ts 
follows: 

Axdcsson, Ind 

That airspace extending upward from Kb 
feet above the surface within t 
radius of Anderson Municipal Airport, An¬ 
derson. Ind. (latitude 40*06*30 * N , tonfi- 
tude 85*36*55" W.); and within 2 miles each 
side of the 298* bearing from Andersen Mu¬ 
nicipal Airport extending from the 6-mik 
radius to 13 miles NW of the airport 

Chapter It—Civil Aeronautics Boord 
SUBCHAPTEt A—ECONOMIC PECULATIONS 

(Reg. No. ER-43t>! 

PART 242—REPORTING RESULTS OF 
SCHEDULED ALL-CARGO SERVICES 

Adopted by the Civil Atronautles 
Board at its office in Washington. DC 
on the 2d day of March 1965 

On September 14, 1964. the Board Is¬ 
sued a Notice of Proposed Rule MakiM. 
EDR-71. Docket 15545. 29 F.R 13034 to 
which it proposed an amendment to P«t 

241 of the Economic Regulations to pro¬ 

vide for reporting separately the resttlu 
of scheduled all-cargo services by al* 
route air carriers except the local service, 
helicopter, and exclusively intra-Alas&a 
and intra-Hawaiian air carriers. C«n- 
ments were submitted by twentj-lio 
combination air carriers in a Joint state- 
ment of the Air Transport AsgocUtm 
two combination air carriers In tndlno- 
ual statements, four all-cargo air ctf* 
riers, and the Department of Commeie 
The stated objective of the projxtffl 
amendment was to obtain more dotal** 
Information on air freight in general am 
ail-cargo services in particular In oiw 
to assist the Board in the dlscnMPg 
its functions in matters associated 
the changing status of air freight aw 
appraising the burden or contribution 
scheduled all-cargo services to orerw 
earnings position . 

Because of the strong objccttonsW 
twenty-two combination air carnen 
the integrity of the Form 41 fl 
which Is primarily a -reliable 
and statistical report:' would be 
stroyed by the introduction ^ 

mental and controversial auwof- 
techniques, the Board has dcc aed 
scheduled all-cargo results will w* 
reported in Form 41 as proposed, 
be separately reported under an 
242. adopted hereby. Furthermn «. 

242 will be only a temporary require^ 
automatically terminating tnr_^ 
after adoption unless earlier 

to provide necessary all-cargo ^ 

such time as the developme p 

Board 's electronic data procef^ . ** 
facility will permit derivation o. 
data from Form 41 reports. inK . 

The proposed schedules an ^ 

tions have been severely curtail 
example, new Part 242 doe. not^ 
the diiect assignment of cert « 

sheet Items and revenues nor ^ 

prescribe methods ta*alloca ^ 

balance sheet and profit an p*jt 

to the all-cargo service?. *** ^ & 
242 leaves allocation techrtquei^ 
discretion of the caiTiers. 
only that a statement of _ herin orf- 
be filed with the Board. annU *jlyl*’ 


oe iucu wjuj v anni 

the reports will be filed semi-. * 















Friday , March 5, 1965 


FEDERAL REGISTER 


sle&d of quarterly. The filing date will 
be 46 days instead o« the proposed 40 
days after the end of the reporting 
period. 

The Board believes that the nature of 
the foregoing changes obviates the neces¬ 
sity for further discussion of the carriers* 
comments except for the following: (1) 
Ciribalr requests exclusion from the re¬ 
porting requirements because of the ex¬ 
tremely limited nature of its all-cargo 
service between Puerto Rico and the 
Virgin Inlands: ‘2) National asks 
whether the regulation encompasses all¬ 
cargo operations on passenger-configured 
aircraft as well as cargo-configured air¬ 
craft: (3) Slick recommends (a) the 
establishment of an industry air-freight 
0 4i D sampling procedure similar to the 
Board s passenger O & D survey, and <b) 
a requirement for reporting available 
ton-miles of belly freight capacity and 
belly revenue ton-milps carried; and (4) 
the Department of Commerce recom¬ 
mends the reporting of tons of mail, ex¬ 
press and freight unloaded by stations 
at destination. These items are dis¬ 
cussed below. 


•1) The proposed classification of car¬ 
riers required to report the results of 
iu-cargo services is considered the most 
appropriate. However, when such a 
ossification would work an undue hard¬ 
ship on an individual carrier, the Board 
mt«id5 to grant exemptions or waivers. 

<2) The regulation makes no differen- 
uAUcm ns to the configuration of the alr- 
crart on which the cargo is carried; the 
only specification Is that it be a sched- 
^d all-carKo flight. Therefore, "seat- 
wied cargo on a passenger-configured 
jjrcndt (the example cited in the car- 
*ra comments) should be reported in 
wetame manner as if carried on an atr- 
r r, * or all-cargo operations. 

<t) The question of a cargo O k D 
** ® uU,de lhe «oi>e of this pro- 
Krf.rTfi' bul wlu ** Blven separate con- 
P* future 81 *° me approprlat * ltme ln 

bell. <4) Although reports on 

tton “loadings at dcstina- 

hf valuab le. reports of these 
si" ould J^. n °K. pr< ^ >oscd ta the Notice and 
ttudv J" 10 * ** adopted without further 

for 

in f* 1,80 * 1 * have been afforded 

m»J:!n^of Ur thu 10 parUcl P ate In the 
t0 ®menL’/ t, t i' 1 * P 11 * * Rntl a11 relevant 
tht V ™^ n consld ered. Ac- 
hweby 01,11 Aeronautics Board 

53Tfi2? M «« Part 242 ° f the eco- 

« 14 Cm Part 242 > • 
8^ AprU 5. 1965. to read as follows: 


2421 

242.2 

3423 

3424 
2423 

3425 


Applicability. 

CmduoS! * lloc * tlon Procedure*. 

V JIM* Capital—Sched 

6chM»I * ~S Ar %° Servtce*. 

Sch«iuled - ]u > i P ?“ t,nB Statement— 
Schedule T_ A A l V C * rB ° 

Scheduled anV*** 1 
Acrnioit- ** -Cargo Services. 

J»u*d -- Prov J? 10,1 » of thU Part 245 

* nd 407 of th < 
** “ Ds c. 1924 ,87 7 ® 8, 72 6tat - 7 « 


2427 
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§ 212.1 Applicability. 

(a) This part applies to all route air 
carriers except local service air carriers, 
helicopter air carriers, and exclusively 
intra-Alaskan or intra-Hawaiian air 
carriers. Upon its own initiative or upon 
written carrier application, the Board 
may exempt any air carrier from compli¬ 
ance with this part or waive any provi¬ 
sion thereof where it finds that unusual 
circumstances justify such exemption or 
waiver. 

<b) This part shall expire July 1. 1968. 
unless earlier rescinded by the Board. 

§ 212.2 CAB Form 212; filing require¬ 
ment*. 

(a) Each air carrier subject to this 
part shall prepare and file ln duplicate, 
semi-annually, CAB Form 242 1 entitled 
“Report of Scheduled All-Cargo Serv¬ 
ices'* as prescribed herein. The CAB 
Form 242 report consists of: 

(1) Certification; 

(2) Schedule B—Invested Capital— 
Scheduled All-Cargo Services; 

(3) Schedule P—Operating State¬ 
ment—Scheduled All-Cargo Services; 

(4) Schedule T—Aircraft Statistics— 
Scheduled All-Cargo Services; and 

(5) A statement of the various alloca¬ 
tion procedures by which the financial 
results of scheduled all-cargo services 
are separated from results for other 
services. 

<b) Schedule B shall be prepared as of 
June 30 and December 31 of each year, 
and Schedules P and T shall be prepared 
for the twelve months ending June 30 
and December 31 of each year. The 
allocation statement shall be filed with 
the initial report, and with any subse¬ 
quent report for a period in which the 
allocation procedure is changed. Form 
242 shall be filed (postmarked) with the 
Board not more than forty-five (45) days 
after the end of each semi-annual re¬ 
porting period. The report shall be ad¬ 
dressed to the Civil Aeronautics Board, 
attention of the Bureau of Accounts and 
Statistics, Washington. D.C.. 20428. 

§ 212.3 Extcmion of filing time. 

If circumstances prevent the filing of 
a report within the prescribed time limit', 
consideration will be given to the grant¬ 
ing of an extension upon receipt of a 
written request therefor. Such a request 
must give good and sufficient reason to 
justify granting the extension, must set 
forth the date when the report can be 
filed, and be submitted sufficiently in ad¬ 
vance of the due date to permit proper 
time for consideration and communica¬ 
tion to the air carrier of the action taken. 
Except In cases of emergency, no such 
request will be entertained w r hich is not 
received in sufficient time to enable the 
Board to pass thereon before the pre¬ 
scribed due date. If a request is denied, 
the air carrier remains subject to the 
filing requirements to the same extent 
as if no request for extension of time had 
been made. 


1 CAB Porm 242 may be obtained from the 

Publications Section, Civil Aeronautic* 

Board. Washington. D.C.. 20428. 


2857 


g 242.4 .Statement of allocation proce¬ 
dure*. 

(a) Each air carrier shall submit with 
its initial report on CAB Porm 242 a 
statement of the various allocation pro¬ 
cedures by which the Investment in and 
operating results of scheduled all-cargo 
services are separated from those of other 
services. The statement shall clearly 
and completely describe the bases used 
in reporting each indicated balance 
sheet classification on Schedule B—In¬ 
vested Capital, and each profit and loss 
classification on Schedule P—Operating 
Statement. 

<b) Whenever allocation procedures 
are subsequently revised, a supplemen¬ 
tary statement shall be filed with the 
Form 242 report for the period in which 
such revisions are made, and shall clearly 
and completely describe the procedures 
upon which such revised reports are 
based. The effect of such change In pro¬ 
cedures on the current report and reports 
previously filed shall be clearly and com¬ 
pletely described ln the supplementary 
statement. 

§ 242.3 Ortification. 

The certificate of the officer in charge 
of the carrier’s accounts, executed in 
duplicate, shall accompany each Form 
242 filed with the Board. This certifi¬ 
cate is the cover sheet of Form 242 and 
applies to all schedules and documents 
filed therewith. 

§ 242.6 .Schedule* B — ImcMrd Capital— 
Scheduled All-Cargo Service*. 

(a) This schedule shall be prepared 
as of June 30 and December 31 of each 
year. 

(b) Separate sets of this schedule shall 
be filed for each separate operating en¬ 
tity of the air carrier as prescribed in 
Part 241 of this chapter. 

fc> Data reported on this schedule 
shall conform with the instructions per¬ 
taining to balance sheet classifications 
within Part 241 of this chapter. 

(d) Each indicated asset classification 
shall be allocated between scheduled all- 
cargo and other services in accordance 
with procedures that are submitted with 
the Initial report and with subsequent 
reports for periods in which procedures 
are changed, as required by $ 242 4 

§ 242.7 Schedule P — Operating State¬ 
ment — Scheduled All-Cargo Service** 

<a> This schedule shall be prepared 
for the twelve months ending June 30 
and December 31 of each year. 

< b) Separate sets of this schedule shall 
be filed for each separate operating en¬ 
tity of the air carrier as prescribed ln 
Part 241 of this chapter. 

(c) Data reported on this schedule 
shall conform with the instructions per¬ 
taining to profit and loss classifications 
within Part 241 of this chapter. 

(d) Each indicated classification of 
revenues, operating expenses, and income 
taxes shall be allocated between sched¬ 
uled all-cargo and other services in 
Accordance with procedures that are 
submitted with the initial report and 
with subsequent reports for periods ln 
which procedures are changed, as re¬ 
quired by f 242.4. 
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$242.8 Schedule T—Aircraft Statis¬ 
tic*—Scheduled All-Cargo Service*. 

Ca) This schedule shall be prepared 
for the twelve months ending June 30 
and December 31 of each year. 

(b) Separate sets of this schedule 
shall be filed for each separate operating 
entity of the air carrier as prescribed in 
Part 241 of this chapter. 

<c) Data reported on this schedule 
shall conform with the instructions per¬ 
taining to traffic statistics within Part 
241 of this chapter. 

Not*: The repenting requirement* con¬ 
tained herein have been approved by the 
Bureau of the Budget In accordance with 
the Federal Report* Act of 1942. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson. 

Secretary. 

(FJR, Doc. 65-2327: Filed. Mar. 4. IMS; 

8:60 a.m ] 


Title 16-COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

(Docket No. C-875] 

PART 13— PROHIBITED TRADE 
PRACTICES 

Joyce Sportswear Co. et al. 

Subpart—Misbranding or mislabeling; 

9 13.1185 Composition: 13.1185-90 Wool 
Products Labeling Act. Subpart—Ne¬ 
glecting. unfairly or deceptively, to make 
material disclosure: 9 13.1852 Formal 
regulatory and statutory requirements: 
13.1852-80 Wool Products Labeling Act. 
Subpart—Using misleading name— 
Goods; 5 13.2280 Composition: 13.2280- 
80 Wool Products Labeling Act. 

(8cc. 8, 38 Stftt. 721; 15 US.C. 48. Interpret 
or apply tec. 6. 38 8tat. 719. a* amended, 
•eca. 2-6, 64 Stat. 1128-1130; 15 UB.C. 45. 88) 

| Cense and dealat order. Joyce Sportawear 
Co. et al.. Oary. Ind., Docket C-875. Jan. 12. 
1965| 

In the Matter of Joyce Sportswear Co., 
a corporation , and Jack Goodman, 
Willard Wolf . and Florence Goodman . 
Individually and as Officers of said 
Corporation 

Consent order requiring Gary. Ind., 
importers and manufacturers of wool 
products to cease violating the Wool 
Products Labeling Act by labeling 
sweaters as '*60 percent wool. 30 percent 
mohair, and 10 percent nylon" when 
said sweaters contained substantially 
different amounts of libers, and to cease 
using the term “mohair** In lieu of '‘wool** 
on labels without designating the correct 
percentage of mohair present. 

The order to cease and demist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered , That respondents Joyce 
Sportswear Co., a corporation and its 
officers, and Jack Goodman, Willard 
Wolf, and Florence Goodman, individ¬ 
ually and as officers of said corporation, 
and respondents* representatives, agents 
and employees, directly or through any 


corporate or other device, in connection 
with the introduction or manufacture 
for introduction into commerce, or the 
offering for sale. sale, transportation, 
distribution, or delivery for shipment, or 
shipment In commerce, of sweaters or 
other wool products, as “commerce” and 
“wool product” are defined in the Wool 
Products Labeling Act of 1939, do forth¬ 
with cease and desist from: 

Misbranding such products by: 

1. Falsely and deceptively stamping, 
tagging, labeling or otherwise identifying 
such products as to the character or 
amount of constituent fibers contained 
therein. 

2. Failing to securely affix to, or place 
on, each such product, a stamp, tag. label 
or other means of identification showing 
In a clear and conspicuous manner each 
element of information required to be 
disclosed by section 4(a) (2) of the Wool 
Products Labeling Act of 1939. 

3. Using the term “mohair” in lieu of 
the word “wool” in setting forth the re¬ 
quired fiber content information on 
labels affixed to wool products without 
setting forth the correct percentage of 
the mohair present. 

It is further ordered . That the respond¬ 
ents herein shall, within sixty (60) days 
after service upon them of this order, file 
with the Commission a report in writing 
setting forth in detail the manner and 
form in which they have complied with 
this order. 

Issued: January 12,1965. 

By the Commission. 

[seal] Joseth W. Shea. 

Secretary . 

(FJL Doc. 65-2289; Filed. Mar. 4. 1965; 

8:45 ajn.) 


(Docket No. C 8781 

PART 13—PROHIBITED TRADE 
PRACTICES 

Maurice Coat & Suit Manufacturing 
Co., Inc., et al. 

Subpart—Advertising falsely or mis¬ 
leadingly: 9 13.30 Composition of goods: 
13.30-30 Fur Products Labeling Act; 
I 13.73 Formal regulatory and statutory 
requirements: 13.73-10 Fur Products 
Labeling Act. Subpart—Invoicing prod¬ 
ucts falsely: 9 13 1108 Invoicing products 
falsely: 13.1108-45 Fur Products Labeling 
Act Subpart—Misbranding or mislabel¬ 
ing: 9 13.1185 Composition: 13.1185-30 
Fur Products Labeling Act; 9 13.1212 For¬ 
mal regulatory and statutory require¬ 
ments: 13.1212-30 Fur Products Labeling 
Act; 13.1212-90 Wool Products Labeling 
Act. Subpart—Neglecting, unfairly, or 
deceptively, to make material disclosure: 
9 13.1845 Composition: 13.1845^30 Fur 
Products Labeling Act; 9 13.1852 Formal 
regulatory and statutory requirements: 

13.1852- 35 Fur Products Labeling Act; 

13.1852- 80 Wool Products Labeling Act. 
Subpart—Using misleading name: 9 13.- 
2280 Composition: 13.2280-80 Wool Prod¬ 
ucts Labeling Act. 

(8*c. 6, 38 8tat. 721; 15 U.8.C. 46. Interpret 
or apply see. 5, 38 8tat. 719. a* amended; sec*. 
2-6, 64 Stat. 1128-1130; sec. 8. 65 8tat. 179; 


15 US.C. 45. 68. 691) ICease and 6«!*t orttar, 
Maurice Coat A Suit Mfg. Co , Inc. et id, 
Kama* City. Mo., Docket C-B76, Jan. 19,19061 

In the Matter of Maurice Coat £ Suit 
Manufacturing Co., Inc., a corporation , 
and Fashioned Originals, Inc., a Cor¬ 
poration, and Frieda Gar fink el and 
Arnold H . Garflnkel, Individually and 
as Officers of Said Corporations 

Consent order rcquirlr.r. maculae- 
turers and wholesalers of wool, fur. and 
textile fiber products in Kansas City. 
Mo., to cease violating the Fur Product* 
Labeling Act by falsely labeling arti¬ 
ficially colored fur products os natural; 
failing to use the term “Natural" for fun 
which were not artificially colored, oo 
labels and in advertisements; and by 
failing in other respects to comply with 
labeling, invoicing, and advertising re¬ 
quirements; and to cease violating the 
Wool Products Labeling Act by omitting 
required fiber content information oo 
attached labels, and by using the term 
“Mohair” in lieu of the word “WooF on 
affixed labels without giving the correct 
percentage of mohair present. 

The order to cease and desist, Includ¬ 
ing further order requiring report or 
compliance therewith, is as follows: 

It is ordered. That respond rr.ta Mau¬ 
rice Coat Si Suit Manufacturing Co. 
Inc., a corporation, and its officers, and 
Fashioned Originals. Inc., a corporation, 
and its officers, and Frieda Garflnkel and 
Arnold H. Garflnkel. individually and a* 
officers of the said corporations and re¬ 
spondents* representatives, agents 
employees, directly or through any cor¬ 
porate or other device in connection wi» 
the introduction, or manufacture fer in¬ 
troduction into commerce, or the bu • 
advertising or offering for 8aJc ]f, c Jr:‘ 
merce, or the transportation or dura¬ 
tion in commerce, of any fur 
or in connection with the 
for sale, sale, advertising, offering 
sale, transportation or distnbutk%, 
any fur product which Is made ln 
or ln part of fur which has been 
and received In commerce as the 
“commerce”, “fur” and “fur _ 
are defined in the Fur ProducttU^ 
Act do forthwith cease and 
A. Misbranding fur products by 
1. Representing directly or 
cation on labels that the fur contains ^ 
any fur product is natural ^ 
contained therein is 
dyed, tip-dyed, or otherwise art 

^'Faffing to affix labels tohu 
showing In words and in fleu 
legible all of the lnf°rma u <^ , * 
to be disclosed by each of W 
Uons of section 4(2) of the i 

Labeling Act. labels 

3. Palling to set forth on woe # ^ 
item number or mark assigned 

Pr S , Fl E l,.rdc«pUv®l»«»« W 

Pr i d FafllnV to furnish *“*£*#,? FW 
term - invoice" Is define * 
Products Labeling Act rijoains ^ 
and figures plainly legible a c ,ch 

motion required to be dhdwJJJj, 
of the subsections of 
the Pur Products Labeling 
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2. Failing to sec forth the term “Nat¬ 
ural" as part of the Information required 
to be disclosed on Invoices under the 
Fur Products Labeling Act and rules and 
regulations promulgated thereunder to 
describe fur products which are not 
pointed, bleached, dyed, tip-dyed, or 
otherwise artificially colored. 

3. Failing to set forth on invoices the 
item number or mark assigned to fur 
products. 

C. Falsely or deceptively advertising 
fur products through the use of any 
advertisement, representation, public 
announcement or notice which is intend¬ 
ed to aid. promote or assist, directly or 
Indirectly, in the sale, or offering for 
uleof any fur product, and which: 

1. Fails to set forth in words and fig¬ 
ures plainly legible all the information 
required to be disclosed by each of the 
subsection* of section 5(a) of the Fur 
Products Labeling Act. 

2. Sets forth the name or names of 
any animal or animals other than the 
name of the animal producing the furs 
contained in the fur product as speci¬ 
fied in the Pur Products Name Guide, 
and a$ prescribed by the rules and regu¬ 
lations 


3. Palis to set forth the term “Natural* 
m Part of the information required t< 
oe oLsclcxscd In advertisements undei 
t&e Fur Products Labeling Act and thi 
rules and regulations promulgated there¬ 
under to describe fur products whicl 
are not pointed, bleached, dyed, tip-dyed 
or otherwise artificially colored. 

?, t un * ier ordered . That respond* 
E!JV! <t ? r,ce Coat * Suit Manufactur* 
l nca corporation, and its offl 
*/*■ and Fa5 h!oned Originals. Inc., c 
^uporation and its officers, and Priedi 
wftnkcl and Arnold H. Garflnkel, indi 
•i* y and ^ officers of said corpora- 
^Dondents' representatives 
employees, directly or through 
? r othcr device, in connec* 
tuir S? 1 ,Jf 1 * j^uctlon or manufac- 
t/M' ntrL int ? dl,cUon lnto commerce, oi 
dUtrib^inn 8ale * transportation 

SupmSiMn' dcllvery for shipment oi 
SSL 1 ® ^f^erce, of wool fabric ox 
• a wi nmH Pr I^ UcU * ** "commerce’* and 
Product! are deflncd ln the Wool 
Act of 1939 ‘ do forth - 

*ool prSucte d b?r Ut fr0m mlsbrandin * 
^ urcly affix to * or place 
or other a stainp * ***• label 

to a clear °* ldentin catlon. showing 

‘hewor^-w^i^f?, ' , Wf hal r" In lieu ol 
Produce v,irh?Ji,t° n affixed to wool 
wet2J252 U \!S ttta * forth toe cor- 
It further 01 l !} e Mohftlr Present, 
fpondonu h r i ° Tdered - the re¬ 

lay, atter h «rv 1 i« han ' W,tWn slxty (fl0> 
Pfder. “ pon them of thU 

•a wmin K J*® Commtadon a report 
ttanner an<Tfn™ , forUl ,n detal1 the 
"■••w with tiS oldw Wch 0167 have 


Issued: January 19. 1955. 

By the Commission. 

[seal] Joseph W. Shea. 

Secretary, 

(FJL Doc. 65-2290; Filed. Mar. 4. 1965; 
8:46 am.) 


[Docket No. C-574) 

PART 13—PROHIBITED TRADE 
PRACTICES 

Worcester Dusting Mills, Inc. et ol. 

Subpart—Misbranding or mislabeling: 
5 13.1185 Composition: 13.1185-80 Tex¬ 
tile Fiber Products Identification Act. 
Subpart—Neglecting, unfairly or decep¬ 
tively. to make material disclosure: 
5 13.1852 Formal regulatory and statu¬ 
tory requirements: 13.1852-70 Textile Fi¬ 
ber Products Identification Act. 

(Sec. 6. 38 Stat. 721; 16 U5.C. 46. Interpret 
or apply «c. 6, 38 Stat. 719. aa amended; 72 
SUit 1717; 16 US.C. 45. 70) (Cease and 
dealat order, Worcester Dueling Mills, Inc., 
et ml.. Worcester. Maas., Docket C-874. Jan. 
8.1905) 

In the Matter of Worcester Dusting 
Mills, Inc., Whittaker Nylon Fibres 
Corp., and Whittaker Fibres, Inc., Cor¬ 
porations, and Louis P. Pernstein and 
Bernard L. Pernstein, Individually and 
as Officers of Said Corporations, and 
Prescott Textile Co.. Inc,, a Corpora¬ 
tion, and Bernard L, Pernstein, indi¬ 
vidually and as an Officer of Said 
Corporation 

Consent order requiring Worcester, 
Mass., affiliated yarn manufacturers to 
cease violating the Textile Fiber Prod¬ 
ucts Identification Act by falsely label¬ 
ing, invoicing, and advertising the fiber 
content of certain yarns, such as labeling 
“100 percent Nylon” when in fact the 
product contained substantial amounts 
of other fibers, by failing to set forth 
on labels the true generic names of fibers 
and percentages thereof: and failing to 
maintain proper records showing the 
fiber content of textile fiber products 
manufactured by them. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondents 
Worcerter Dusting Mills, Inc., Whittaker 
Nylon Fibres Corp., and Whittaker Fi¬ 
bres, Inc., corporations, and Louis P. 
Pernstein and Bernard L. Pernstein in¬ 
dividually and as officers of said corpo¬ 
rations, and Prescott Textile Co., Inc., 
a corporation, and Bernard L. Pernstein, 
Individually and as an officer of said cor¬ 
porations. and respondents* representa¬ 
tives, agents and employees, directly or 
through any corporate or other device, 
in connection with the introduction, de¬ 
livery for Introduction, manufacture for 
introduction, sale, advertising, or offer¬ 
ing for sale, in commerce, or the trans¬ 
portation or causing to be transported in 
commerce, or the importation into the 
United 8tates, of any textile fiber prod¬ 


uct: or in connection with the sale, of¬ 
fering for sale, advertising, delivery, 
transportation, or causing to be trans¬ 
ported, of any textile fiber product which 
has been advertised or offered for sale 
ln commerce; or in connection with the 
sale, offering for sale, advertising, deliv¬ 
ery. transportation, or causing to be 
transported, after shipment in com¬ 
merce, of any textile fiber product, 
whether in Its original state or contained 
In other textile fiber products, as the 
terms “commerce” and “textile fiber 
product” are defined in the Textile Fiber 
Products Identification Act. do forthwith 
cease and desist from: 

A. Misbranding textile fiber products 
by: 

1 Falsely or deceptively stamping, 
tagging, labeling, invoicing, advertising, 
or otherwise identifying such products 
as to the name or amount of constituent 
fibers contained therein. 

2. Falling to affix labels to such textile 
fiber products showing each element of 
information required to be disclosed by 
section 4(b) of the Textile Fiber Prod¬ 
ucts Identification Act. 

It is further ordered. That respond¬ 
ents Worcester Dusting Mills, Inc., Whit¬ 
taker Nylon Fibres Corp., and Whit¬ 
taker Fibres. Inc., corporations, and 
Louis P. Pernstein and Bernard L. Pem- 
steln, individually and as officers of said 
corporations, and Prescott Textile Co., 
Inc., a corporation, and Bernard L. Pem- 
stein. individually and has an officer of 
said corporation, and respondents' rep¬ 
resentatives. agents, and employees, di¬ 
rectly or through any corporate or other 
device, in connection with the introduc¬ 
tion. dcllvery for introduction, manu¬ 
facture for Introduction, sale, advertis¬ 
ing. or offering for sale, in commerce, 
or the transportation or causing to be 
transported ln commerce, or the 
importation into the United States of 
textile fiber products; or in connection 
with the sale, offering for sale, advertis¬ 
ing. delivery, transportation, or causing 
to be transported, textile fiber products, 
which have been advertised or offered for 
sale in commerce; or in the connection 
with the sale, offering for sale, advertis¬ 
ing. delivery, transportation, or causing 
to be transported, after shipment in 
commerce, of textile fiber products, 
whether in their original state or con¬ 
tained in other textile fiber products, as 
the terms “commerce” and “textile 
fiber product” are defined in the Textile 
Fiber Products Identification Act. do 
forthwith cease and desist from failing 
to maintain records of fiber content of 
textile fiber products manufactured by 
them, as required by section 6(a) of the 
Textile Fiber Products Identification 
Act and Rule 39 of the regulations pro¬ 
mulgated thereunder. 

It is further ordered. That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of this 
order, file with the Commission a re¬ 
port in writing setting forth in detail 
the manner and form in which they 
have compiled with this order. 
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Issued: January 8.1965. 

By the Commission. 

f seal] Joseph W. Shea. 

Secretary . 

JPJt. Doc. 66-2291; Wed. Mat. 4. 1965; 
8:45 Am.] 


Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 
SUBCHAPTER 0— FOOD AND POOD PRODUCTS 

(Docket No. FDC-73] 

PART 36—SHELLFISH 

Frozen Raw Breaded and Lightly 
Breaded Shrimp; Definitions and 
Standards of Identity 

In the matter of establishing defini¬ 
tions and standards of identity for frozen 
raw breaded shrimp and frozen raw 
lightly breaded shrimp: 

Notice of proposed rule making was 
published In the Federal Register of 
March 31. 1961 <26 F.R. 2722). setting 
forth proposals of the National Fisheries 
Institute. Inc., 1614 Twentieth Street 
NW.. Washington 9. D.C.. and the Na¬ 
tional Shrimp Breadcrs Association. Inc.. 
624 South Michigan Avenue. Chicago 5. 
HI., representing member* who are proc¬ 
essors of broadod shrimp, for the estab¬ 
lishment of definitions and standards of 
identity for frozen raw breaded shrimp. 
An order was published in the Federal 
Register of May 7. 1963 (28 F.R. 4556), 
promulgating identity standards for 
frozen raw breaded shrimp (21 CFR 
36.30) and f or fro zen raw lightly breaded 
shrimp (21 CFR 36.31). Objections to 
the order were filed, asserting grounds 
for a public hearing on several issues, 
and an announcement was published on 
July 6. 1963 (28 Fit. 6915) staying the 
order. In response to the notice in the 
Federal Register of December 21. 1963 
<28 F.R. 13940) and following a notice of 
postponement published in the issue of 
January 11. 1964 ( 29 PJR. 297), a hearing 
was held. 

Based upon the evidence received at 
the hearing and having given considera¬ 
tion to the written arguments and sug¬ 
gested findings, some of which were 
adopted in whole or in part and some 
of which were rejected, the Commis¬ 
sioner of Food and Drugs, under auth¬ 
ority delegated to him by the Secretary 
of Health, Education, and Welfare, pub¬ 
lished proposed findings of fact, conclu¬ 
sions. and tentative order in the Federal 
Register of December 22. 1964 (29 F.R. 
18175) and invited exceptions thereto. 
One exception was filed within the time 
provided and later withdrawn. The 
Commissioner, pursuant to the author¬ 
ity provided in the Federal Pood. Drug, 
and Cosmetic Act (secs. 401, 701 (e). 52 
Stat. 1046. 1055 as amended. 70 Stat. 
919; 21 UB.C. 341, 371(e)) and dele¬ 
gated to him by the Secretar y of H ealth. 
Education, and Welfare (21 CFR 2.90), 
and on the reliable, probative and sub¬ 
stantial evidence in the whole record, 


orders the promulgation of the follow¬ 
ing findings of fact, conclusions, and 
definitions and standards of identity for 
the subject foods. 

Findings of fact. 1 Frozen raw breaded 
shrimp and frozen raw lightly breaded 
shrimp are prepared by coating appro¬ 
priate forms of peeled shrimp with safe 
and suitable batter and breading in¬ 
gredients and then freezing. Only the 
"taiT portion of shrimp is used. The 
tail portions are prepared in the follow¬ 
ing forms: 

a. Split or outterfly. with tail fins re¬ 
maining and with or without first ad¬ 
joining shell segment. 

b. Split or butterfly, tail fins and all 
shell segments removed. 

c. Round, unspllt shrimp with tall fins 
remaining and with or without first ad¬ 
joining shell segment. 

d. Round, unspllt shrimp, tail fins and 
all shell segments removed. 

e. Pieces of shrimp, tail fins and all 
shell segments removed. 

f. Composited units consisting of two 
or more shrimp pieces or whole shrimp 
or a combination of both with tail fins 
and all shell segments removed. 

Breaded shrimp Is a relatively new com¬ 
mercial food, having been first commer¬ 
cially distributed about 1947 or 1948 
Breaded shrimp is prepared from either 
iced or frozen shrimp or both and from 
one or more of the so-called white, pink, 
or brown varieties. Shrimp are obtained 
from many different parts of the world 
(R. 151-170, 228. 274; Ex. 2. 27). 

2. When frozen raw breaded shrimp 
first appeared on the market it con¬ 
tained appreciably more shrimp mate¬ 
rial than breading. Due to many fac¬ 
tors, including economics and product 
acceptability, the percentage of shrimp 
material in the food decreased. How¬ 
ever. a small portion of the production 
was maintained at a higher percentage 
of shrimp for those purchasers, primar¬ 
ily volume purchasers, such as institu¬ 
tional users, who wanted such higher 
shrimp percentage <R. 124. 170, 234). 

3. After negotiations with Industry, 
the United States Department of the 
Interior, through its Fish and Wildlife 
Service, caused to be published United 
States Standards for Grades of Frozen 
Raw Breaded Shrimp with an effective 
date of March 1. 1958. These standards 
were recodified and republished on July 
1. 1938, by the United States Depart¬ 
ment of the Interior. Within 2 or 3 
years after publication of the grade 
standards, approximately 85 percent of 
the production of breaded shrimp was 
being Inspected by the United States 
Department of the Interior for compli¬ 
ance. Among other requirements, the 
product description of the standards for 
grades requires a minimum of 50 percent 
shrimp material as determined by the 
procedure set out in the grade stand¬ 
ards (R. 608; Ex. 26). 

4. The Food and Drug Administration 
order establishing the definitions and 
standards of identity for frozen raw 


* The elutions following each finding of 
fact refer to -be pages of tbs transcript of 

testimony and the exhibits received In evi¬ 
dence at tho hearing. 


breaded shrimp and frozen raw lightly 
breaded shrimp Invited persons claim, 
ing to be adversely affected by such ordtr 
to submit relevant objections specifying 
with particularity that part of the order 
to which objection was taken. In the 
event a hearing should be required on 
an issue or issues raised by objectors, 
they were to be prepared to support sach 
objections at the hearing. 

A person claiming to be advrnsdy af¬ 
fected by the order objected to the re¬ 
quirement that frozen raw breaded 
shrimp contain not less than 50 percent 
shrimp material. He proposed instead 
that the minimum shrimp material for 
the food be set at 60 percent He also 
objected because the order did not re¬ 
quire the size of the raw shrimp used 
to be listed on the label; because stand¬ 
ards were not established for size based 
on the number of shrimp per pound; 
because the order did not require the 
numerical percentage of breading actu¬ 
ally in the food to be declared on the 
label; because it did not require label 
statement of the geographic origin of 
the shrimp; and because it did not limit 
the time raw frozen shrimp may be held 
in storage prior to breading. 

Others claiming to be adversely af¬ 
fected objected to the order because 11 
did not provide for optional use of alter¬ 
native names for the food designated tf 
"breaded shrimp pieces”: because it did 
not provide for the optional use of tbj 
alternative designation "brcAdcd round 
fantail shrimp" for the food dcsitmaw 
as "breaded round shrimp"; because R 
did not specify that size of tho« 
shrimp that the order permitted to oe 
parenthetically designated as "prawn* « 
and because the method for determina- 
tion of the percentage of shrimp mate¬ 
rial in the food included the use ol • 
rubber-tipped glass stirring rod. 

The objections were duly noted 
set out as Issues for the hearing. Al u* 
hearing, no objectors or represents* 
of the objectors, nor any other pcrw» 
supported the objections listed *n 
finding of fact. Accordingly, 
basis in the record for changing 
order as it concerns these issues 

' 5. Some consumers 
shrimp with an appreciably nlgwr 
portion of shrimp material tlmn £ ~^ 
Such lightly breaded shrimp co nggg 
not less than 70 percentahriinpinMg- 
can be prepared. In Federal ®P“* 
lions, provision Is made for the P . „ 

of It and a purchase specification W 
of the large grocery chains P r °”“ ^ 
lightly breaded shrimp with " ot ’ . w , 

70 percent shrimp material 
there was evidence adduced at the ^ 
Ing that at the 70 percent shrunk ^ 
terlal level the present state . 
technique of the Industry ** *“[2f*U** 

a. Only larger size 
factorUy lend themselves to being 

breaded. number 

b. Tlie coating often shoas a n ^ 

of cracks and voids so that t? 
would not meet the reqihr^^ 
Grade A. as set out In the u “ ^ 
Standards for Oradcs of 1 • 
Breaded Shrimp. heading tbU 

c. The need for “band br.,-biy. 
food Increases the price cons. * •• 










FEDERAL REGISTER 


2861 


Friday, March 5, 1965 

d. Packers produce a 70 percent lightly 
breaded shrimp only upon a customer's 

order. 

On the other hand* breaded shrimp 
prepared with not less than 65 percent 
ihrimp material substantially overcomes 
the problems arising with the 70 percent 
product. Lightly breaded shrimp at the 
level of 63 percent shrimp material is 
recognizably different from ordinary 
breaded shrimp in which the shrimp ma¬ 
terial amounts to only slightly more than 
50 percent (R. 124. 127. 189-192. 219. 234. 
235. 238. 320. 325. 532-535. 574. 597-605. 
074-870. 918. 1185-1188. 1241. 1244. 1246. 
1249, 1250.1253-1258; Ex. 2. 6. 20. 29-38). 

1 Section 403<f) of the Federal Food. 
Drug, and Cosmetic Act requires man¬ 
datory labeling to be placed on food 
labels with such prominence and con- 
tplcuousncss as to render it likely to be 
read and understood under customary 
conditions of purchase and use. Sec¬ 
tion 19<a) of Title 21. Code of Federal 
Regulations, points out that this statu¬ 
tory requirement may be offended If re¬ 
quired labeling is not shown “on the part 
or panel of the label which is presented 
or displayed under customary conditions 
of purchase/' Frozen raw breaded 
shrimp is usually packaged and sold in 
■U-slded packages. Two of the rec¬ 
tangular panels opposite to each other 
ejeh have a much greater surface area 
than any of the other four panels. The 
top one of these panels Is ordinarily used 
M the principal display panel. Principal 
owplay panels arc easily recognized since 
they usually carry the manufacturer's 
wand name, the name of the food in 
large letters, and often a colorful vig- 
n «ttc of the food. In boxes of frozen 
raw breaded shrimp this panel is some- 
wnes referred to as the main or front 
Panel Designers of labels and manu¬ 
facturers of the food intend for this 
Pan« to be the one displayed at the 
Ppint of sale In order to catch the pur- 
Jfiaser s eye. It Is recognized that some- 
wore than one panel is Intended 
w display purposes. Section 403(f) of 
5 1.9(a) of the regulations 
hav y ^ for which there 

Suni n -*? established standards of 
fh^u b ut also to nonstandardlzed 

«M4 iMO 7 , 9 * l8 °* 29Q “ 292 » Ex 21 * 22 ’ 

fpods have been defined and 
«££ards of identity established In ac- 
Jfdance with section 401 of the act. 
ornirm*i . e * tan darda require certain 

hSJl a n < Hredlent8 10 1x5 Ii$ted on the 
* ew standardized foods have 
°* optiona l ingredients pro- 

nated ,f not a11 * 10 ** desi B- 

brtadr-d P R) ^ C declaration. Frozen raw 
c^sfof m mp hafi a ceallri S that may 
Uons wcrn^^ l ”frediente. No objec- 
iishing thL 10 order estab- 

c^tlrfe M concerns the 

that it and t* 16 Provision 

be listed aw £ n^ndatory that they all 
toUri? ^of nnn* 1 ** Th* length of the 

ihould imt ® pti ? nal ingredients used 
^icuous lts pr° m inent and 

Hal Thcre 15 substan- 

ttacementnf°f record supporting the 
listij** on thi optional Ingredient 
Panels c dlsp!ay pancl or 
label usursDv nf f the KUrface of the 

*’ displayed to the consumer 
No 43-Pt I_ 4 


at the time of purchase. Questions 
raised concerning the significance and 
meaning to the consumer of some of the 
chemical names of certain of the optional 
ingredients were not sufficient to over¬ 
come the need for ready availability of 
such information to the consumer who 
seeks such information. The fact that 
many labels presently used on frozen raw 
breaded shrimp and other non standard¬ 
ized foods do not present the ingredient 
listing on the principal display panel 
docs not overcome the statutory require¬ 
ment that the listing be prominent and 
conspicuous. Evidence of record re¬ 
vealed that the changing of labels or the 
development of new labels is expensive. 
However, despite the costs, witnesses re¬ 
vealed that labels are constantly being 
revised and new labels developed. Some 
witnesses believed that the order as ob¬ 
jected to had required that wherever and 
as often as the name of the food ap¬ 
peared on the label the Ingredient listing 
must also appear. It was made clear 
that such listing is to be required only 
upon the principal display panel (or 
panels). If the Ingredient listing is con¬ 
spicuously displayed on the principal 
display panel or panels of the packages 
of frozen raw breaded shrimp, it is not 
necessary to require that such labeling 
Immediately precede or follow the name 
of the food, without intervening written, 
printed, or graphic matter. It was as¬ 
serted that It would be difficult to locate 
and to read the ingredient listing, re¬ 
gardless of position placement on the 
label, under certain adverse conditions 
of frost, light, etc. It is not reasonable 
to conclude that If such adverse condi¬ 
tions sometimes develop It Is unnecessary 
to prescribe the position placement of 
such listing. On the other hand. It 
would be reasonable and in the interest 
of consumers to prescribe the location 
of the ingredient listing so that under 
normal and expected conditions of sale 
such listing may be easily located and 
read (R. 66. 72. 78. 80. 81. 88, 94. 142, 180. 
183, 186. 241-243, 537. 538. 542. 543, 548. 
578, 579. 591, 594. 595, 709, 1070. 1071, 
1073. 1075-1080, 1083. 1086, 1090, 1091. 
1093, 1095, 1097, 1126. 1127, 1130, 1136, 
1138. 1145. 1146. 1160, 1161, 1171. 1174; 
Ex.2.41-44. 46-49). 

8. A form of frozen raw breaded 
shrimp is prepared from two or more 
whole shrimp, that is, the tail portion 
of the shrimp with all shell and tail fins 
removed, or pieces of such shrimp, or 
both. These units are compressed in a 
mold, frozen, and coated with a batter 
and breading. Frozen units, prior to 
coating, may be cut into smaller units. 
One such product, prepared from blocks. 
In Its finished form Is In the shape of fish 
sticks and Is labeled “shrimp sticks/* 
Another such product is prepared from 
shrimp caught In Alaskan waters. For 
this latter product the tall portions are 
peeled, tail fins removed, placed In a 
mold, and frozen. The frozen compos¬ 
ited units of this shrimp material pre¬ 
pared In Alaska arc termed “logs/* The 
logs, in frozen form, are shipped to 
Ponchatoula. La., where they arc then 
sliced perpendicularly to their long axes. 
The slices are then individually coated 
with a batter and breading, refrozen. 


packaged, and distributed. Each slice 
consists of many pieces of shrimp. In 
the approximately two years this product 
had been on the commercial market prior 
to the date of hearing, the form and size 
of the individual serving unit was pre¬ 
pared to resemble that of a “jumbo** 
shrimp of about “10-15 count/* It was 
asserted that the size of the Individual 
shrimp used is so small that they are un¬ 
marketable as single breaded units but 
do have a commercial market when 
composited. 

The composited units prepared from 
shrimp caught in Alaskan waters, when 
breaded, have been sold under the name 
"Alaskan Breaded Shrimp.** There is 
also on the market a product designated 
by the manufacturer as "Alaskan Angel 
Shrimp/* This product is packaged 
frozen and glazed In block form and con¬ 
sists of the individual tail portion of 
peeled shrimp^ tail fins removed. When 
thawed, the individual uncoated tail por¬ 
tions separate one from another. The 
witness for the processor stated that the 
word "Anger* In the name of the food 
has no meaning or significance. The 
witness for the packer of the Alaskan 
products testified that both were pre¬ 
pared from tiny shrimp. However, a 
size comparison of the pieces of shrimp 
In the breaded composited units and the 
single units of glazed shrimp with the 
size designations found in the United 
States Standards for Grades of Frozen 
Raw Headless Shrimp revealed that the 
composited units and the single units 
were prepared from shrimp consisting of 
a preponderance of medium-size shrimp. 
Shrimp of such size from other areas 
are often prepared as individual breaded 
units. The composited units prepared 
from shrimp caught in Alaskan waters 
could be formed into many shapes, in¬ 
cluding that shape and size known as 
“sticks." Composited units could be 
made from small or broken shrimp, or 
both, from any waters where shrimp arc 
obtained and in the same shape and size 
as the composited units prepared In 
Alaska. The geographic origin of the 
shrimp is not sufficient to disclose to the 
consumer the form of the shrimp units. 
For example, the food sold as "Alaskan 
Breaded Shrimp” and "Alaskan Angel 
Shrimp" arc different forms of the food, 
the former consisting of composited 
units and the latter consisting of single 
units. It is reasonable to believe that 
the uninitiated consumer would be con¬ 
fused and unable to differentiate the 
forms of the two foods from the names 
presently appearing on the labels. This 
follows from the manner In which the 
geographic origin is used in both names 
as presently applied to the labels and to 
the lack of labeling to show the form of 
the units. It would not be in the con¬ 
sumer's interest to provide in standards 
that foods prepared in composite form 
from shrimp obtained from different 
geographic areas shall bear the same 
name, such as **Alaskan breaded shrimp/* 
with no additional meaningful descrip¬ 
tion. Further, it would be confusing to 
the consumer for the order to provide for 
foods prepared in different geographic 
areas but in the same manner and hav¬ 
ing the same form to bear different 
names; for example. "Alaskan Breaded 





2862 


RULES AND REGULATIONS 


Shrimp** vs. ‘Louisiana Breaded 
Shrimp/' 

A witness for the Pood and Dmg Ad¬ 
ministration testified that personnel of 
a large chain store have been advertising 
and selling the composited form of 
breaded shrimp from Alaska as “Jumbo 
shrimp/* without realizing that the units 
were not single shrimp. The name of 
the food apparently did not reveal to the 
sales personnel that the food consisted 
of composited units. It is not unreason¬ 
able to expect that all the various forms 
of breaded shrimp units encompassed 
within the order should be indicative of 
the form of the units, whether it be 
single split, single round, single pieces, or 
composited of several whole shrimp or 
pieces. It would not be contrary to the 
consumer’s interest to provide in the 
standards that labels may show the 
geographic origin of the shrimp (Ft. 634. 
641, 644 . 646. 650, 652, 655-658. 661-664, 
676-678. 681, 682. 686. G89. 699, 1273. 
1278-1279. 1283. 1286. 1288. 1289. 1291. 
1292. 1294. 1296. 1299-1304; Ex 2. 20. 23- 
25. 48. 49. 54. 55.57-59). 

9. In 1958 the United States Depart¬ 
ment of the Interior published a stand¬ 
ard for grades of frozen raw breaded 
shrimp wherein the product description 
requires that the finished food contain 
not less than 50 percent shrimp material. 
Such requirement has been continued to 
the date of the hearing and included 
in the proposal to establish a standard of 
identity for the food. The method for 
determining the percentage of shrimp 
material in the food is incorporated 
within the grade standard. This method 
provides for weighing the finished food; 
removing the coating by means of an 
agitating water bath; draining and 
weighing the debreaded shrimp mate¬ 
rial: and calculating the percentage of 
shrimp material. To the result obtained 
from the calculation of shrimp material 
provision is made for the addition of 5 
percent. (For example, if the calcu¬ 
lated result for the finished food is 45 
percent shrimp material one then adds 
5 percent so that the food Is now stated 
to contain 50 percent shrimp material.) 
A footnote is appended to the calculation 
in the published grade standard which 
states, “A tentative correction factor of 
5 percent is employed pending com¬ 
pletion of definitive studies” <R. 903. 904. 
921; Ex. 1, 26 >. 

10. The petitioners proposing the es¬ 
tablishment of a standard for frozen raw 
breaded shrimp provided for a minimum 
shrimp material content of not less than 
50 percent, to be determined in accord¬ 
ance with the method set out in the 
United States Standards for Grades. In¬ 
cluding the 5 percent correction factor. 
Following publication of the proposed 
standard of Identity, the Commissioner of 
Food and Drugs, after reviewing com¬ 
ments received and considering ether in¬ 
formation available to him. published 
tlie order establishing the definition and 
standard of identity. In the Commis¬ 
sioner’s order, the correction factor was 
prescribed as plus 2 per cent. The change 
in this value was objected to by inter¬ 
ested parties claiming to be adversely af¬ 
fected and u r a* therefore set up as an 
issue for the hearing. 


Some testimony of record would sup¬ 
port the complete deletion of a correction 
factor, particularly in view of the fact 
that the product is professed to contain 
not less than 50 percent of shrimp mate¬ 
rial. However, the question of deleting 
the correction factor was not an issue 
for the hearing, and therefore these find¬ 
ings of fact and conclusions restrict 
themselves to the question of plus 5 
versus plus 2. It is readily recognized 
that any positive adjustment factor fa¬ 
vors the packer. It is reasonable to be¬ 
lieve that a packer exercising good com¬ 
mercial controls (good controls of 
processing are available and are being 
practiced) would minimize processing 
variations and therefore can easily pro¬ 
duce the finished food well within an 
adjustment factor of plus 2. For some 
packers who have been producing a 
frozen raw breaded shrimp with some¬ 
what less than 50 percent shrimp mate¬ 
rial a slight increase in weight of shrimp 
material used will make certain that the 
consumer will receive a finished food, 
containing not less than 50 percent 
shrimp material at the time of purchase. 
It is well established in the processed 
food industry that with variable raw 
materials careful producers do not aim 
for the low r er limits of acceptance be¬ 
cause of the dangers Inherent in such 
practice. Since ail producers of the food 
would be subject to the same requirement 
for minimum shrimp material content, 
and this percentage will be determined 
in the same manner, none would be 
placed at a competitive disadvantage by 
the changes. 

Arguments were advanced that reduc¬ 
ing the so-called correction factor from 
plus 5 to plus 2 would increase the costs 
to the consumer. Although the cost to 
the consumer for frozen raw breaded 
shrimp has Increased through the years, 
the production and consumption of the 
food have Increased at a greater rate. 
It is not reasonable to believe that the 
question of possibly slightly higher costs 
being passed on to the consumer In re¬ 
turn for the inclusion of more shrimp 
material is germane to the issue, particu¬ 
larly In view of the fact that many pack¬ 
ers are presently supplying foods con¬ 
taining in excess of the 50 percent shrimp 
material requirement. Additionally, it 
was argued that small differences in the 
amount of shrimp material were not rec¬ 
ognizable to the consumer and therefore 
the change from plus 5 to plus 2 is un¬ 
necessary in the Interest of consumers. 
Opposed to this was the argument that 
where consumers were unable to protect 
themselves it is in this area that the 
standard senes Its purpose best by of¬ 
fering such protection from those pack¬ 
ers Inclined to substitute cheap breading 
for expensive shrimp <R. 225. 260, 456. 
613. 614. 779, 782. 879 . 896, 897, 919. 964. 
973. 974. 983. 993. 997-999. 1030, 1031. 
1050, 1199-1201. 1205. 1216, 1217, 1230, 
1236. 1237; Ex. 1. 2. 4). 

11 A witness testified that studies he 
had carried out in preparation for the 
hearing would not support the plus 2 
adjustment factor ordered by the Com¬ 
missioner. Tills study had not been pub¬ 
lished nor had it been available prior to 
the hearing. The witness proposed that 
the plus 5 be retained. However, refer¬ 


ring to his own studies he stated that 
such studies were not definitive. An n - 
amination of his data and ills testimony 
as a whole revealed many inconsistencies 
and Incompatibilities, One striking 
ment of his data revealed that of a par¬ 
ticular set of 20 samples of frozen rat 
breaded shrimp 19 were admittedly pre¬ 
pared with less than 50 percent ahrtmp 
material. All 20 samples were frozen 
and stored prior to analysis. Upon anal- 
ysis for shrimp material content, when 
plus 5 was added to the result obtained, 
all 20 samples were reported to contain 
50 percent or more of shrimp material. 
It is readily seen that it would not be in 
the interest of the consumer to provide 
for an adjustment factor of plus 5 since, 
with such factor products Intentionally 
packed to contain less than 50 percent 
shrimp material w'ould on examination, 
appear to be in compliance with the 
shrimp requirement in the standard 'R 
439, 733. 757-759. 778, 790. 844, 867,1201- 
1204, 1260. 1262; Ex. 40'. 

12. The record reveals that the correc¬ 
tion factor of plus 5 in the United State* 
Standards for Grades of Frozen Ra* 
Breaded Shrimp was both tentative and 
inadequate to reasonably reflect the 
shrimp material level in the finished food 
As suggested by the footnote to the pro¬ 
cedure. the correction factor was not the 
result of definitive/ studies The plui 5 
had been included at the time of publica¬ 
tion at the request of industry. No wit¬ 
ness at the hearing was aware of any 
work published in support of such plus 
5. In fact, it was asserted that the plus 
5 was based on admittedly inadequate 
information (R. 297-299 , 963, 994-m 
1195; Ex. 26). 

13. Prior to the publication of the 
Commissioner's order, the Food and Dn# 
Administration was apprised of the de¬ 
tails of a study and recommendation of 
seafood scientists of the United State* 
Department of the Interior, Fish 
Wildlife Service. Bureau of Commercial 
Fisheries, concerning the correction rat- 
tor. Prior to the hearing, the study aw 
recommendation were reported in 
Commercial Fisheries Review puNiswo 
by the Bureau of Commercial Fisheno, 
It was the only published paper. 

to the witnesses at the hearing, on u* 
subject. Substantial testimony con0 * 
ing the Investigations reported auppo 
the following: . fJir 

a. The plus 5 correction 
only tentative, pending definitive 

b. It is desirable to make the corre^ 

tion factor as small as the accuracy ^ 
the method will permit to insure 
formity of product. ^ 5 

c. The tentative correction racw* 

percent is too large. {UUX 

d. A change in the correct! 0 ” 
from plus 5 to plus 2 more 
fleets the shrimp content of the 

e. The accuracy of the method I 

termining the quantity of .f* 

rial in the finished food warrant 
reduction from plus p to plus 2. 

The study reflects representative 

mcrclal handling of the food ^ 

©ration to packaging andl sto • ^ 
published scientific report l 
of the subject, which was to deteiw 
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the accuracy of the method for testing 
urnples of frozen raw breaded shrimp 
m order to reveal the shrimp material 
content as the consumer receives It. The 
report embodies a scientific approach 
to the problem of determining the proper 
correction factor to be applied in the 
formula for calculating the amount of 
&nmp material in breaded shrimp. It 
^authoritative and reliable. An averag¬ 
es of results in the report would actu- 
illy supi>ort a slightly negative adjust¬ 
ment factor; that Is. on an average basis 
the percentage of shrtmp material in the 
finished food is slightly higher than that 
put In at the time of preparation. How¬ 
ever. since some samples, when tested, 
ihowed a alight decrease in percentage of 
shrimp material it need not be con¬ 
sidered contrary to the promotion of 
honesty and fair dealing in the Interest 
of consumers to provide a safety factor 
for the producer by means of an adjust¬ 
ment factor of plus 2. One witness 
testified that the Bureau of Commercial 
Fisheries had reviewed the paper and 
determined that from Its accuracy and 
consideration of the conclusions drawn 
it warranted publication. Further, prior 
to pu blication it had been distributed -o 
representative members of industry for 
wmmeni and no comments were sub¬ 
mitted. Another witness testified that 
had personal knowledge of the 
methods and had personally studied 
the paper and concluded It supported the 
conclusions drawn. Further, the data 
reported had been submitted to statistical 
and found to warrant the con- 
ttu&tons drawn. The method is repro- 
nncib.e and has a low error. The test 
c ° r conducted prior to 
rf® a *of consumer purchase and 
Properly reflects the percentage of 
wimp material In the food. It Is In 
ot consumers to lower the 
Si^on factor from plus 5 to plus 2 
898 -° 00 - *21. 062. 1000-1007. 

SlJUMC) * 1196, 12 ° 2, 1212 ~ l223; ** 21 • 

that c ^ mmifi *lnner , a order required 
«*t the method for determining the per- 
of shrimp material bethel 
and 1116 food Provided for, 

the ^d», m w hod was Incorporated In 
denee n IlQ wever. substantial evl- 
proffdfri r COrd revcals that the method 
SJV2? wa « not easily applicable to 
of tKS ^Posited form. A witness 
t«Mcd 1 h.^t Part,n ? nt of the Interior 
Hie tJ r !. he method Incorporated In 
Raw for ° rades °f Prosen 

rTnecf thf Porttons would better 

gxdboJiJa sh fi m P material content In 
Such raw breaded shrimp. 

A }f° P rovW cd lor In the 
Item of fc^d ?r> at i2? whlch cover * this 

1012; Rx'aofsj?' 281 ‘ 262, 680, 9M ~ 916 - 

•oSg'nndfnM ? n , the basisof the fore- 
consnjeration 8 .^ faCt and tsklnK Into 
^WctK^of thi. the M Wel ® ht of substantial 

•bl* •«?*«, f 0 |* 3ect,0,v * to the order, 
log. are rr .^^f !* Issue * for the hear- 

bwrfnf thdr^Ject^ons^at'the 


a. The minimum shrimp material con¬ 
tent of frozen raw breaded shrimp should 
be changed to require a minimum of 60 
percent shrimp material. 

b. The size of raw shrimp used should 
be required for label declaration. 

c. The order should establish stand¬ 
ards for size based on the number of 
shrimp per pound. 

d. Mandatory label declaration of the 
percentage of breading actually in the 
package of food should be required. 

e. Mandatory label declaration of geo¬ 
graphic origin of the shrimp used should 
be provided for. 

f. The order should Impose a require¬ 
ment setting forth the maximum time 
that shrimp may remain in storage prior 
to being coated with a batter and bread¬ 
ing. 

g. Provision should be included for op¬ 
tional use of alternative names for the 
food designated as "breaded shrimp 
pieces." 

h. The standard should provide for 
the optional use of an alternative desig¬ 
nation "breaded round fantall shrimp" 
for the food designated as "breaded 
round shrimp." 

I. The standard should include a spec¬ 
ification for the size of shrimp that may 
be parenthetically further designated as 
"prawns." 

J. The method for determining the 
percentage of shrimp material In the 
finished food should not provide for the 


use of a rubber-tipped glass stirring rod. 

The order as it relates to the above 
objections stands as promulgated. 

2. The food designated as frozen raw 
lightly breaded shrimp shall contain not 
less than 65 percent shrimp material. 

3. All safe and suitable coating Ingre¬ 
dients are provided for optional use 
without specific listing In the regulation 
with certain exceptions. The consumer 
Is unable to determine from a reading of 
the regulation what specific optional In¬ 
gredients are permitted. Therefore, the 
label declaration of optional coating In¬ 
gredients used In the preparation of the 
food should appear prominently and con¬ 
spicuously on the principal panel or 
panels of the label used for display to 
the consumer at time of purchase. 

4. The food prepared from the tall 
portion of shrimp from which all shell 
segments and tail fins arc removed and 
wherein two or more whole shrimp, or 
pieces of shrimp, or both, are formed and 
pressed into composite units prior to 
coating are designated as "Breaded 

shrimp_," the blank to be filled In 

with the words or phrase that accurately 
describe the shape or form, but which is 
not misleading. For example. If In the 
shape of fish sticks the food shall be 
designated as "Breaded shrimp sticks." 

5. The percentage of shrimp material 
In frozen raw breaded shrimp, other than 
composited units, shall be calculated os 
follows: 


Weight of debreaded sample 

Percent shrimp material =*•- wfoht of iiin phi-X100+2 


6. The method for determining the 
percentage of shrimp material In frozen 
raw breaded shrimp in the form of com¬ 
posited units shall be in accordance with 
the method prescribed In the United 
States Standards for Grades of Frozen 
Raw Breaded Fish Portions <50 CFR 266.- 
21(f)). 

On the basis of the foregoing findings 
of fact and conclusions drawn there¬ 
from, It Is concluded that it will promote 
honesty and fair dealing In the interest 
of consumers to establish definitions and 
standards of identity as follows: 

§ 36.30 Froztti raw breaded shrimp; 
identity; Label statement of optional 
ingredient*. 

<a) Frozen raw breaded shrimp is the 
food prepared by coating one of the op¬ 
tional forms of shrimp specified in para¬ 
graph (c) of this section with safe and 
suitable batter and breading ingredients 
as provided in paragraph (d) of this sec¬ 
tion. The food is frozen. 

<b) The food tests not less than 50 
percent of shrimp material as deter¬ 
mined by the method prescribed In para¬ 
graph (g) of this section, except that If 
the shrimp arc composite units the 
method prescribed In paragraph (h) of 
this section Is used. 

<c) The term "shrimp" means the tall 
portion of properly prepared shrimp of 
commercial species. Except for com¬ 
posite units, each shrimp unit is individ¬ 
ually coated. The optional forms of 
shrimp are: 

<1> Fantall or butterfly: Prepared by 
splitting the shrimp; the shrimp are 


pooled, except that tail fins remain at¬ 
tached and the shell segment immedi¬ 
ately adjacent to the tall fins may be 
left attached. 

(2) Butterfly, tail off: Prepared by 
splitting the shrimp; tall fins and all 
shell segments are removed. 

(3) Round: Round shrimp, not split; 
the shrimp are peeled, except that tall 
fins remain attached and the shell seg¬ 
ment immediately adjacent to the tall 
fins may be left attached. 

(4) Round, tall off: Round shrimp, not 
split; tail fins and ail shell segments are 
removed. 

(5) Pieces: Each unit consists of a 
piece or a part of a shrimp; tall fins and 
all shell segments are removed. 

(6) Composite units: Each unit con¬ 
sists of two or more whole shrimp or 
pieces of shrimp, or both, formed and 
pressed Into composite units prior to 
coating; tall fins and all shell segments 
are removed; large composite units, prior 
to coating, may be cut into smaller units. 

<d) The batter and breading Ingredi¬ 
ents referred to in paragraph (a) of this 
section are the fluid constituents and 
the solid constituents of the coating 
around the shrimp. These Ingredients 
consist of suitable substances which are 
not food additives as defined in section 
201(a) of the Federal Food. Drug, and 
Cosmetic Act: or if they are food addi¬ 
tives as so defined, they arc used In con¬ 
formity with regulations established 
pursuant to section 409 of the act. Bat¬ 
ter and breading ingredients that per¬ 
form a useful function are regarded as 
suitable, except that artificial flavorings. 
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artificial sweeteners, artificial colors, and 
chemical preservatives, other than those 
provided for in this paragraph, are not 
suitable Ingredients of frozen raw 
breaded shrimp. Chemical preserva¬ 
tives that are suitable are: 

<1> Ascorbic acid, which may be used 
in a quantity sufficient to retard develop¬ 
ment of dark spots on the shrimp; and 

(2) The antioxidant preservatives 
listed in l 121.101(d)(2) of this chapter 
that may be used to retard development 
of rancidity of the fat content of the 
food, in amounts within the limits pre¬ 
scribed by that section. 

(e) The label shall name the food, as 
prepared from each of the optional forms 
of shrimp specified in paragraph (c) (1) 
to (6). Inclusive, of this section, and fol¬ 
lowing the numbered sequence of such 
subparagraph, as follows: 

(1) "Breaded fantall shrimp." The 
word "butterfly" may be used In lieu of 
"fantail" in the name. 

<2> "Breaded butterfly shrimp, tall 
off." 

(3) * Breaded round shrimp." 

( 4 ) "Breaded round shrimp, tail off," 

(5) "Breaded shrimp pieces," 

(6) Composite units: 

(I) If the composite units are in a 
shape similar to that of breaded fish 
sticks the name is ' Breaded shrimp 
sticks"; if they are in the shape of meat 
cutlets, the name is "Breaded shrimp 
cutlets." 

Oi> If prepared in a shape other than 
that of sticks or cutlets, the name is 

"Breaded shrimp_,” the blank to 

be filled in with the word or phrase that 
accurately describes the shape, but which 
is not misleading. 

In the case of the names specified in sub¬ 
paragraphs (1) through (5) of this para¬ 
graph. the words In each name may be 
arranged in any order, provided they 
are so arranged as to be accurately de¬ 
scriptive of the food. The word 
"prawns" may be added in parentheses 
immediately after the word "shrimp" in 
the name of the food If the shrimp are of 
large size; for example. "Pantall breaded 
shrimp (prawns)." If the shrimp arc 
from a single geographic area, the ad¬ 
jectival designation of that area may 
appear as part of the name; for example. 
"Breaded Alaskan shrimp sticks." 

(f > The names of the optional ingredi¬ 
ents used, as provided for in paragraph 
(d> of this section, shall be listed on the 
principal display panel or panels of the 
label with such prominence and con¬ 
spicuousness as to render them likely to 
be read and understood by the ordinary 
Individual under customary conditions of 
purchase. If a spice that also Imparts 
color is used. It shall be designated as 
"spice and coloring," unless the spice is 
designated by its specific name. If 
ascorbic acid is used to retard develop¬ 
ment of dark spots on the shrimp. It 
shall be designated as "Ascorbic acid 
added as a preservative" or "Ascorbic 
acid added to retard discoloration of 
shrimp." If any other antioxidant 
preservative, as provided in paragraph 
(d > of this section, is used, such preserv¬ 
ative shall be designated by its common 
name followed by the statement "Added 
as a preservative." 


(g> The method for determining per¬ 
centage of shrimp material for those 
forms specified in paragraph <c)<l> 
through (5) of this section Is as follows; 

(1) Equipment needed, (t) Two-gal¬ 
lon container, approximately 9 Inches in 
diameter. 

(ii) Two-vanod wooden paddle, each 
vane measuring approximately 1% 
Inches by 3% Inches. 

Oil) Stirring device capable of rotat¬ 
ing the wooden paddle at 120 r.pjn. 

(iv) Balance accurate to 0.01 ounce 
(or 0.1 gram). 

(v) UB. Standard sieve No. 20. 12- 
lnch diameter. 1 

<vi> U.S. Standard sieve. inch sieve 
opening, 12-inch diameter. 1 

< vii) Forceps, blunt points. 

(viil) Shallow baking pans. 

<ix> Rubber-tipped glass stirring rod. 

(2) Procedure, (i) Weigh the sam¬ 
ple to be debreaded. Fill the container 
three-fourths full of water at 70* F.-80" 
F. Suspend the paddle In the container, 
leaving a clearance of at least 5 inches 
below the paddle vanes, and adjust speed 


to 120 r.pjn. Add shrimp and stir for 
10 minutes. Stack the sieves, the 
inch mesh over the No. 20. and pour the 
contents of the container onto them 
Set the sieves under a faucet, preferably 
with spray attached, and rinse shrimp 
with no rubbing of flesh, being careful to 
keep all rinsings over the sieves and not 
having the stream of water hit the 
shrimp on the sieve directly. Lay the 
shrimp out singly on the sieve as rinsed 
Inspect each shrimp and use the rub¬ 
ber-tipped rod and the spray to remove 
the breading material that may remain 
on any of them, being careful to avoid 
undue pressure or rubbing, and return 
each shrimp to the sieve. Remove the 
top sieve and drain on a slope for 2 min¬ 
utes. then remove the shrimp to weigh¬ 
ing pan. Rinse contents of the No. 20 
sieve onto a flat pan and collect any 
particles other than breading (le, flab 
and tail fins) and add to shrimp on bal¬ 
ance pan and weigh. 

(il> Calculate percent shrimp mate¬ 
rial: 


Weight of debreaded wimple 

Percent shrimp material - — _ - .i -- X100 + 2 


Weight of sample 


<h> The method for determining per¬ 
centage of shrimp material for com¬ 
posite units, specified in paragraph 
(c) (6) of this section, is as follows: 

(1) Equipment needed. <i) Water 
bath (for example a 3 liter to 4 liter 
beaker». 

<U) Balance accurate to 0.1 gram. 

(hi) Clip tongs of wire, plastic, or 
glass. 

<iv) Stop-watch or regular watch 
readable to a second. 

<v> Paper towels. 

(vl> Spatula. 4-inch blade with round¬ 
ed tip. 

ivil) Nut picker. 

(vlli) Thermometer (immersion type) 
accurate to ±2° F. 

(ix> Copper sulfate crystals (CuSo. • 
5H?0). 

(2) Procedure . (1) Weigh all com¬ 

posite units In the sample while they are 
still hard frozen. 

(11) Place each composite unit Indi¬ 
vidually in a water bath that is main¬ 
tained at 63* F-86* F.. and allow to re¬ 
main until the breading becomes soft 
and can easily be removed from the still 
frozen shrimp material (between 10 sec¬ 
onds to 80 seconds for composite units 


held In storage at 0* F.>. If the com¬ 
posite units were prepared using batter* 
that arc difficult to remove after one dtP- 
ping, redip them for up to 5 seconds after 
the initial debreading and remove resid¬ 
ual batter materials. 


J Not*: Several preUmlnary trial* may b* 
necessary to determine the exact dip uw 
required for ‘'debreading” the campon” 
irniu in a wimple. For these trial# only, 
saturated solution of copper sulfate (1 P 0 - 1 
>f copper sulfate in 2 liters of up 
is ncceaaary. The correct dip tim* “ 
minimum time of immersion In the c^PPj* 
sulfate solution required before the “ras¬ 
ing can easily be scraped off: ProriaeC,J^ 
the "debreaded" unit* are still solidly 
and only a slight trace of blue color “ 
ble on the surface of the *'debreaded 
material. | 

<111 > Remove the unit from 
blot lightly with double 
paper toweling; and scrape of! or Picx 
coating from the shrimp material 
the spatula or nut picker 

(lv) Weigh all the "debreaded 

shrimp material. 

(v) Calculate the percents*' t 
shrimp material in the sample, using 
following formula: 


Weight of debreaded shrimp sample 
Percent shrimp material = -- Weight o f ii fr pji- 


§36.31 Frozen raw lightly breaded 
nbritnp; identityt label Matcmrnt of 
optional ingredient*. 

Frozen raw lightly breaded shrimp 
complies with the provisions of $ 36.30. 
except that It contains not less than 65 
percent of shrimp material, as deter¬ 
mined by the method prescribed in 


'The sieves ehail comply with the specifi¬ 
cations for wire cloth and sieve frames in 
"Standard Specifications for Sieves/* pub¬ 
lished March 1. 1040. In L.C. 684 of the UJB. 
Department of Commerce. National Bureau 
of Standards. 


36.30 <g> or <h>. as aPP ro P^*“' 
hat In the name prescribed th 
lightly" Immediately preceu» 
rords "breaded shrimp 
Effective date. With the «***£. 
tercinafter set out. this ordcl j of 
omc effective 90 days from 
Us publication In the Federal n 
Subject to the condition thalj** ^ 
sed name the optional ingre * 
ro vision in $ 36.30(f) J* 1 ^ pr in- 

hese names are to be listed o .j ^ 
ipal display panel or pane 

_until December 
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(fem 401 701(0), 63 Stilt 1040. 1065 an 
laundtd. 70 Stat. 010; 31 US C. 341. 371(e) ) 

Dated February 26.1965. 

Geo. P. Larhick. 
Coinm^ioner of Food and Drugs. 

(7R Doc 65-2303; Filed. Mar. 4. 1066; 
6:46 am.) 


5URCMAPTER C— DRUGS 

PART 141 n— PENICILLIN AND PENI¬ 
CILLIN-CONTAINING DRUGS; TESTS 
AND METHODS OF ASSAY 
Sodium Cloxacillin Monohydrate 

Correction 

In Fit Doc. 65-2085. appearing at page 
2597 of the Issue for Saturday. February 
27,1065. the following correction is made 
in the sixth sentence of { 141a.ll8(f>: 
In each Instance. *V’ should read **nV\ 


PART 141a— PENICILLIN AND PENI¬ 
CILLIN-CONTAINING DRUGS; TESTS 
AND METHODS OF ASSAY 

PART 146o —CERTIFICATION OF PEN¬ 
ICILLIN AND PENICILLIN-CONTAIN¬ 
ING DRUGS 


Sodium Ampicillin 

Under the authority provided in the 
Federal Food. Drug, and Cosmetic Act 
$07, 59 Stat 463 as amended; 21 
us.C. 357* and delegated to the Com-’ 
nuteionp: of Food and Drugs by the 
secretary of Health, Education, and Wel- 
w* <21 CI-Tt 2.90). Parts 141a and 146a 
•w amended, to provide for the certlfl- 
otuon of sodium ampicillin. by adding 
we following new sections: 

l Hla. 123 Sodium ampicillin. 

<•> Potency. Use either of the fol- 
JWng methods; however, the results ob- 
thc method in subparagraph 
i i» w, A * jara 8raph shall be conclusive: 

Dissolve an accurately 
sample in sufficient O.lAf potas- 
*S*£?*E hat ® buffcr ‘ pH 8 0 - 10 eive a 
bnn. 5®*?“®° 01 convenient concentre* 
aso - u 1118 packaged for dls- 
Pwwne. reconstitute as directed In the 
«fh the enllre contents of 

b..v * 250-mlllillter volumetric 

f Ut f 10 volumc With O.lAf 
ntlUnri?, phosphat ebuffer.pH8.0. Mix 
<ai «l? d Pmccwl as directed In } 141a.Ill 

Prepare thc 
of this l^ 1 * 1 ln subparagraph (1) 
Ph«Dha P trh.?J? ph ' except use 1 Percent 
buffer Miv p ” e °- ln l,eu of pH 3.0 

In 1 Ul^ri^r Pr0CCCd as directed 

tern 0 f P a 5 nUf^?./ or , ^Penslng. its con- 
eontams rtotbwatih U “factory If it 
more than itrt than 00 Percent and not 
twilirnul. l A? Per<*nt of the number of 

11 u r ™- 

* l«l'.2 S o7‘oui Proceed as directed in 
method using either 

<2> If 2JS. 111 1 (1) and 
m A t . hod described ln 
Medium a ’ 50 me ^ um B in lieu of 


<c) Toxicity. Proceed as directed in 
l 141a.4. except administer a test dose 
of 0.5 milliliter of a sterile distilled water 
solution containing 40 milligrams of am- 
piclllln per milliliter. 

(d> Pyrogens . Proceed as directed in 
5 141a.3. except administer a test dose of 
1 milliliter per kilogram of a sterile dis¬ 
tilled water solution containing 20 milli¬ 
grams of ampicillin per milliliter. 

(e) Moisture. Proceed as directed in 
I 141a 26<c). 

(t) pH. Proceed as directed in 
i 141n.5(b>. using an aqueous solution 
containing 10 milligrams of ampicillin 
per milliliter. 

(g) Crystallinity. Proceed as directed 
in $ 141a.5ic>. 

(h) Sodium ampicillin content. 
Transfer an accurately weiglied 400- to 
500-mllligram sample to a 125-milliliter 
Erlenmeyer flask; add 3 milliliters of 
formic acid. 50 milliliters of glacial acetic 
acid, 3 drops of a 0.5 percent solution of 
crystal violet in glacial acetic acid (as 
an indicator), and titrate with 0.1JV per¬ 
chloric acid ln glacial acetic acid to the 
first clear green end-point. Calculate 
the sodium ampUclllln content on the 
anhydrous basis, with each milliliter of 
O.lAf perchloric acid being equivalent to 
18.75 milligrams of sodium ampicillin. 

<i> Identity. The infrared spectrum 
of a 1 percent mixture in a potassium 
bromide pellet shows well-defined ab¬ 
sorption maxima at 5.65. 5.99. 6.21. 6.62. 
7.19, 7.63. 8.93. and 14.5 microns. 

§ I l(>a. 119 Sodium amptrillin. 

(a> Standards of identity, strength, 
quality, and purity. Sodium ampicillin 
is the crystalline sodium salt of D<-)a- 
aminobenzyl penicillin. It is so purified 
and dried that: 

(1) It contains not less than 845 mi- 
c roe rams of ampicillin per milligram on 
an anhydrous basis. 

(2> It is sterile. 

(3) It passes the toxicity test. 

(4» It is nonpyrogenic. 

45) Its moisture content is not more 
than 2 percent. 

(6) Its pH in an aqueous solution con¬ 
taining 10 milligrams per milliliter is not 
less than 8.0 nor more than 10.0. 

(7) Its sodium ampicillin content is 
not less than 90 percent. 

(b) Packaging. In all cases the im¬ 
mediate container shall be a tight con¬ 
tainer as defined by the U.S.P., and 
shall be of such composition as will not 
cause any change in the strength, quality, 
or purity of the contents beyond any 
limit therefor ln applicable standards, 
except that minor changes so caused that 
are normal and unavoidable ln good 
packaging, storage, and distribution 
practice shall be disregarded. If it is 
packaged for dispensing, it shall be ln 
Immediate containers of colorless trans¬ 
parent glass, and each such container 
shall contain either 250 milligrams or 
500 milligrams of ampicillin. 

<c) Labeling. In addition to thc re¬ 
quirements of $ 148.3 of this chapter, if 
the drug is packaged for dispensing its 
labeling shall bear a statement to the 
effect that solutions prepared from the 
drug should be used Immediately. Its 
expiration date is 12 months. 


(d) Requests for certification, check 
tests and assays: samples. In addition 
to the requirements of $ 146.2 of this 
chapter, each such request shall contain: 

(1) Results of tests and assays on the 
batch for potency, sterility, toxicity, 
pyrogens, moisture. pH. sodium amplcil- 
lin content, crystallinity, and identity. 

(2) Samples required: 

<l> If the batch is packaged for re¬ 
packing or for use In the manufacture 
of another drug: 

« 2 > For all tests except sterility: 10 
packages, each containing approximately 
300 milligrams. 

<b> For sterility testing: 20 packages, 
each containing approximately 300 mil¬ 
ligrams. 

<ii) If thebatch is packaged for dis¬ 
pensing : 

to) For all tests except sterility: A 
minimum of 10 immediate containers. 

ib) For sterility testing: 20 immediate 
containers collected at regular Intervals 
throughout each filling operation, 

<e> Fees. 85.00 for each package or 
Immediate container submitted in ac¬ 
cordance with paragraph (d)(2) (IX a) 
and til) (a) of this section; $12.00 for all 
packages or Immediate containers in the 
sample submitted in accordance with 
paragraph <d) (2) <l)(b> and <li)(b) of 
this section and $24.00 for all pack¬ 
ages or immediate containers In the 
sample submitted for any repeat sterility 
test, if necessary, in accordance with 
$ 141.2*f * of this chapter. 

This order provides for thc certifica¬ 
tion of sodium ampicillin. an antibiotic 
drug that has been basically determined 
to be safe and efficacious for Its Intended 
use. It would be contrary to thc public 
interest to delay in providing for thc 
certification of this drug, and I so And; 
therefore notice and public procedure are 
not prerequisites to the promulgation of 
this order. 

Effective date. This order shall be 
become effective on the date of its pub¬ 
lication ln thc Federal Register. 

(Sec. 507. 59 Stat. 463 as amended; 2! DSC. 
357) 

Dated: February 26. 1965. 

John L. Harvey, 
Deputy Commissioner 
of Food and Drugs. 

|P.R Doc. 65-2304; Filed. Mar. 4. 1966; 

8:47 am.) 


Title 30—MINERAL- RESOURCES 

Chapter II—Geological Survey, 
Department of the Interior 

PART 229—REGULATIONS FOR OB¬ 
TAINING FEDERAL ASSISTANCE IN 
FINANCING EXPLORATIONS FOR 
MINERAL RESOURCES, EXCLUDING 
ORGANIC FUELS, IN THE UNITED 
STATES, ITS TERRITORIES AND POS¬ 
SESSIONS 

Transfer of Regulations and 
Revocation of Chapter III 

Thc Office of Minerals Exploration and 
its functions are transferred to the Ge- 
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ologlcal Survey by Secretary's Order No. 
2836 dated February 26, 1965. published 
In the Federal Register . 1 Accordingly, 
the following amendments are made to 
Title 30—Mineral Resources: 

1. Chapter m is revoked. 

2. Part 301 is transferred to Chapter 
II and redesignated as Part 229. Sec¬ 
tions 301.1-301.15 are redesignated as 
Si 229.1-229.15, respectively. 

3. The words ‘ Office of Minerals Ex¬ 
ploration" wherever they appear are 
changed to read "Geological Survey." 

No further changes are made in the 
text of Part 229, which Is republished be¬ 
low. Since these amendments arc made 
because of a change in the internal or¬ 
ganization of the Department, notice 
and public procedure thereon have been 
deemed unnecessary and the amend¬ 
ments shall become effective upon pub¬ 
lication in the Federal Register. 


ognlzed and sound procedures, including 
standard geophysical and geochemical 
methods, may be conducted from the sur¬ 
face or underground to obtain pertinent 
geological and mlneraloglcal Informa¬ 
tion. The work shall not go beyond a 
reasonable delineation and sampling of 
a mineral deposit, and shall not be con¬ 
ducted primarily for mining or prepara¬ 
tion for mining. 

<b) "Operator” means an Individual 
partnership, corporation, or other legal 
entity that is party to an exploration con¬ 
tract with the Government. 

<c) "Secretary" means the Secretary 
of the Interior, or his authorized repre¬ 
sentative. 

(d) "Government” and "Federal" 
means the United States of America. 

(e) "Commercial sources" means 
banking institutions or other private 
sources of credit. 


Stewart L. Udall. 
Secretary of the Interior. 

February 26. 1965. 

PART 229—REGULATIONS FOR OB¬ 
TAINING FEDERAL ASSISTANCE IN 
FINANCING EXPLORATIONS FOR 
MINERAL RESERVES, EXCLUDING 
ORGANIC FUELS, IN THE UNITED 
STATES, ITS TERRITORIES AND POS¬ 
SESSIONS 

Gkkc&al Provisions 

Sec. 

229 1 Purpose 

229.2 Definitions. 

229.3 Eligible minerals or mineral products. 

229.4 Operator’s property rights. 

Applications 

229 5 Form and filing. 

229.6 Information required. 

229.7 Criteria. 

229.8 Approval. 

Exploration Contracts 

229.9 Government participation. 

229 10 Allowable costa. 

229.11 Repayment by the operator. 

229.12 Interest on amount of Government 

participation. 

229.13 Limitation on the amount of Gov- 

erment participation. 

229.14 Government not obligated to buy. 
229.16 Title to and disposition of property. 

Authority: The provisions of this Part 229 
Issued under sec. 2(e). 72 8tat. 700; 30 U.S.C. 
642(e). 


General Provisions 
§ 229.1 Purpose. 

The regulations in this part govern 
the obtaining of Federal financial assist¬ 
ance In conducting exploration for min¬ 
eral reserves, excluding organic fuels, in 
the United States, its territories or pos¬ 
sessions. 

§ 229.2 Definitions. 

As used in this part: 

(a> "Exploration" means the search. 
Including related development work, for 
new or unexplored mineral deposits 
within a specified area or parcel of 
ground where geologic conditions favor 
their occurrence. Exploration using rec- 


1 See YR Doc 65-2295, In Notices Section. 

infra . 


§ 229.3 Eligible minerals or mineral 
product*. 

The following are eligible for Govern¬ 
ment financial assistance: 


Antimony. 

Asbestos. 

Bauxite. 

Beryllium. 

Bismuth. 

Cadmium. 

Chromite. 

Cobalt. 

Columblum. 
Corundum. 
Diamond 
(Indus trial), 
Fluorspar. 

Gold. 

Graphite (crucible 
flake). 

Iron Ore. 

Kyanlte (strategic) 

Manganese. 

Mercury. 


Mica (strategic). 

Molybdenum. 

Monaxitc. 

Nickel. 

Platinum Group 
Metals. 

Quarts Crystal 
(piezoelectric). 
Rare Earths. 

Rutile. 

Selenium. 

Silver. 

Sulphur. 

Talc (blocksteatite), 
Tantalum. 

Tellurium. 

Thorium. 

Tin. 

Uranium. 


§ 229.4 Operator's property righto. 

The operator must have and preserve 
the right to possession of the land (as 
owner, lessee, or otherwise) for a term at 
least sufficient to complete the explora¬ 
tion work. (See ( 229.11(f) regarding 
repayment.) The operator shall devote 
the land and all existing improvements, 
facilities, buildings, installations, and 
appurtenances necessary to the purposes 
of the exploration. 


Applications 
§ 229.3 Form and filing. 

An application for Federal financial 
assistance must be submitted in quadru¬ 
plicate on forms which may be obtained 
from and filed with cither: 

Geological Survey. 

Department of the Interior. 

Washington 26. D C. 

or Field Officers. Geological Survey. 
The regions which they serve and their 
Post Office addresses arc as follow’s: 

Region I: Aloaka. Idaho. Montana, Oregon, 

and Washington_Geological Survey. South 

157 Howard Street. Spokane 4. Waahlngton. 
Applicant* for Alaska projects may file ap¬ 
plications with the United Statea Bureau of 
Mines. P.O. Box 2688. Juneau. Alaska, for 
forwarding to the Field Officer. Region I. 

Region II—California, Hawaii, and Ne¬ 
vada-Geological Survey. 113 Custom House. 
555 Battery Street. San Francisco II. Cali¬ 
fornia. 


Region III: Arizona, Colorado. 
Nebraska. New Mexico. North Dakota Oku 
homo. South Dakota. Texas. Uuh, and 
Wyoming—Geological Survey. Fed fra] C*ntw 
Denver 25. Colorado. 

Region IV: Alabama. Arkansas, Council, 
cut, Delaware, Florida, Georgia, lHloota. 
Indiana, Iowa, Kentucky. Louisians, Maine. 
Maryland. Massachusetts. Michigan, Min- 
nesota, Mississippi. Missouri, New H*ap» 
shire. New Jersey. New York. North Carolina. 
Ohio. Pennsylvania. Rhode laLnnd. Soutti 
Carolina. Tennessee. Vermont, Virginia. Wes: 
Virginia, and WliQQQBlit—Geological Sumy 
Room 11, Fost Office Building. Knoxville l 
Tennessee. 


§229.6 Information required. 

<a> Each application shall fully de¬ 
scribe the proposed exploration, and 
shall include all detailed data called for 
by the application form. The Secretary 
may require the filing of additional in¬ 
formation, including financial state¬ 
ments. reports, maps, or chart*, and 
exhibits and such physical on-sitc exam¬ 
ination as he deems necessary. 

(b) The application must include evi¬ 
dence that funds for the exploration 
work are unavailable on resonable terms 
from commercial sources. The evidence 
shall Include information as to the com¬ 
mercial sources to which applications 
were made, the amounts requested, and 
the reasons why loans were not obtained. 

<c> The application must include i 
certification by the applicant that he 
would not normally undertake the ex¬ 
ploration at his sole expense under cur* 
rent conditions or circumstances. 


§ 229.7 Criteria. 

The following factors will be consid¬ 
ered and weighed In passing upon appu* 


cations: # . 

(a) The geologic probability of • w* 
nific&nt discovery being made. 

(b) The estimated cost of the «*P»**J 

tion in relation to the size and grwt a 
the potential deposit. . . 

<C> The plan and method of conduct' 
ing the exploration. . 

iA\ TVia rtf tllC prOjCV* 


area. J . lnf 

(e) The background and operate 


experience of the applicant . 

(f) The applicant's title or 
possession of the property 


right I* 


29.8 Approval* 

r the application Is approved, thf 
remment may enter into an e*P 
i contract with the •PPMj*^ tcre# 
ns and conditions which the && 

7 deems necessary and 

forth in the contract form furni* 2 * 0 

he Government 

Exploration Contracts 

29.9 Covemrornt part iri pal ion. 

Tie Government will c°nt rlbute ^ 
re than fifty (50) percent of U* 
iwable costs of the exptoratt* 

[ by the terms of all contr £ ct % wfr ri- 
se for sliver for which toe ^ 
^Anfrihitfinn will not he n 


§229.10 Allowable ro»t*. 

<a> The Government, to 
provided In the exploration con 
contribute to: 
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(1) The necessary, reasonable, and 
direct actual costs of performing the 
exploration, including the costs of: 
Labor, supervision, and outside consul - 
tints; operating materials, supplies, and 
equipment; initial rehabilitation or re¬ 
pair of existing buildings, installations, 
fixtures, and operating equipment; con¬ 
struction of buildings, fixed improve¬ 
ments. and installations; repairs and 
maintenance of operating equipment; 
analytical work, accounting, payroll and 
sales taxes, and employers' liability or 
employees compensation insurance; pay¬ 
ments by the operator to independent 
contractors; and such other necessary, 
reasonable, and direct actual costs os 
may be approved by the Government In 
the course of work; and 

(3) The fixed unit costs agreed upon 
by the operator and the Government in 
terms of units of work to be performed 
(per foct of drifting, per foot of drilling, 
ctc.> in lieu of actual costs. 

<b) The Government will not con¬ 
tribute to costs incurred before the date 
of the contract, or to costs of or inci¬ 
dent to: 

(1) Acquiring, owning or possessing 
land with any existing improvements, 
facility, buildings, installations, and 
ippurtcnances, or the depreciation and 

depletion thereof; 

<3> General overhead, corporate man¬ 
agement, interest and taxes (other than 
payroll and sales taxes); 

2? IrL£ urance (other than employers' 
ability or employees' compensation in¬ 
surance) ; and 

Ui Damages to persons or property 
(other than authorized repair to or re¬ 
placement of equipment or other prop¬ 
erty used in the work). 


S 229.11 Repayment by the operator. 

If the Secretary considers that 
ILi! 65 , exploration, mineral 

jn*tal production from the area cover 
J 4 1< L c ,? ntrac ^ "lay be possible, he sh: 
4 l , n wrltln & 10 the operat 
llmc hx the contrai 

nr>t Sectary determir 

* 10 shall promptly so not! 

crimnw!2i^ii Provided the operator h 
Dieted all obligations under the co 

<C) The operator shall pay the Go 
Sui. n Z, rayalty on aU minerals 
In the rn,°f UCCd from thc Ia,,d dcscrlb 
may tr ?S l nnd ai »y other royalty 

of any certification 
the rr>nt —from thc date 

co-ti«w! act lhc date of notice tl 

^ l tou °" WU1 not bc “*»•. or un 
n 01 .J~~ 1 ftn »ount contributed by t 

^vtr n 4u« AS?? 18 fUMy fCPa 

Provide [nrT!,. “ an agreement 

(3 if / royalt >' Pnymenu. 
ducUon u 0f possiblc P< 

years (or a l ,ert «* of t 

ether period fixed by the cc 


tract not exceeding 25 years) from the 
date of thc contract, or until the total 
amount contributed by the Government, 
with Interest, is fully repaid, whichever 
occurs first. 

(d> The Government's royalty shall be 
5 percent of the “gross proceeds" (in¬ 
cluding any bonuses, premiums, allow¬ 
ances, or other benefits) from the pro¬ 
duction sold, in the form sold (ore, 
concentrate, metal, or equivalent) at the 
point of delivery (thc f.o.b. point) ex¬ 
cept, that charges of the buyer (not the 
operator or producer) arising in the reg¬ 
ular course of his business, and shown 
on the buyer's settlement sheets as de¬ 
ductions (such as treatment processes 
performed by the buyer, sampling and 
assaying to determine thc value of the 
production sold, and freight payable by 
the buyer to a carrier (not thc operator 
or producer) shall be allowed as deduc¬ 
tions in arriving at the “gross proceeds" 
as that term is used in this section. No 
costs of the operator or producer are 
deductible in arriving at the "gross pro¬ 
ceeds" as that term is used in this sec¬ 
tion. The term "treatment processes", 
as used in this paragraph means those 
processes (such as milling, concentrat¬ 
ing, smelting, refining, or equivalent) 
applied to thc crude ore or other pro¬ 
duction after it is extracted from the 
ground to put it into a commercially 
marketable form, excluding fabricating 
or manufacturing. 

(e) If any production (ore, concen¬ 
trate. metal, or equivalent) remains un¬ 
sold or is not used by thc operator or 
producer in integrated manufacturing 
or fabricating operations (for instance, 
if it is stockpiled) after the lapse of six 
months from the date It is extracted from 
thc ground, the Government, at its op¬ 
tion, may require the computation and 
payment of its royalty on the value of 
such production In the form (ore, con¬ 
centrate, metal, or equivalent) it is In 
at the time the Government elects to 
exercise its option. If any production is 
used by the operator or producer in 
integrated manulacturing or fabricating 
operations, the Government's royalty on 
such production shell be computed on 
the "value" thereof in the form in which 
and at the time when it is used. "Value" 
as used In this section means what is or 
would be gross Income from mining 
operations for percentage depletion pur¬ 
poses in Federal Income tax determina¬ 
tion. or the market value, whichever is 
greater. 

tr (11 To secure the payment of the 
Government's royalty, the contract shall 
provide for a lien upon the operator's 
Interest in the land, upon any production 
from the land, and upon any Interests 
in the land other than the operator's 
interest However, the Secretary may 
accept the undertaking of a surety com¬ 
pany or third person in lieu of a lien 
upon Interests in the land other than 
thc operator's interest In circumstances 
where thc Secretary deems it to be in 
the public interest, the requirement for 
a lien or other undertaking concerning 


Interests in land, other than the lien upon 
thc operator's interest, may be omitted 
from the Contract 

(2) If the operator is not thc producer 
(for example, if thc operator transfers 
or docs not retain his Interest in pro¬ 
duction or in the land), the operator 
shall remain liable for the payment of 
the Government's royalty, 

(g) If, In any particular case, the 
Secretary fi.ids that it would be more 
economical or practicable to compute the 
Government's royalty upon some basis 
other than "gross proceeds" or "value", 
as these terms are used In this section, 
or upon the production in some form 
other than that in which it is sold, held, 
or used In integrated operations, he may 
agree with thc operator, either in the 
original exploration contract or by an 
amendment thereof, upon some other 
basis of computation. 

(h) Nothing in this part shall be con¬ 
strued as imposing any obligation on the 
operator to engage In any mining or 
production operations. 

(I) The Secretary may modify and 
adjust the terms and conditions of any 
contract to reduce the amount and 
terms of any royalty payment when he 
shall determine that such action is nec¬ 
essary and in the public interest. 

§ 22 ( ). 12 Interest on muon nt of Govern¬ 
ment participation. 

(a) Simple interest is calculated from 
the first day of the month following thc 
dates Federal funds are made available 
until the period specified for royalty pay¬ 
ments expires or until the amount of 
Federal funds contributed. Including in¬ 
terest, is fully repaid, whichever occurs 
first. 

<b) Thc rate of interest shall be fixed 
by the Secretary at not less than the 
rate the Department of the Interior 
would bc required to pay if it borrowed 
from the Treasury, plus a two percent 
interest charge in lieu of the actual cost 
to the Government of administering thc 
contract 

<c) Paragraphs (a) and (b) of this 
section shall not be construed to In¬ 
crease the rate of royalty or to extend 
the period for which the royalty is pay¬ 
able as set forth in 9 229.11. 

g 229.13 limitation on the amount of 
Government participation. 

No single contract shall authorize 
Government participation in excess of 
$250,000. 

§229.14 Government not obligated to 
buy. 

Nothing In this part or in any contract 
entered into pursuant to this part shall 
bc construed as imposing any obligation 
on the Government to purchase any ma¬ 
terials mined or produced from the land 
which is the subject of such contract. 

§ 229.15 Title to and dUponilian of 
property. 

Facilities, buildings, fixtures, equip¬ 
ment, or other items or groups of Items 
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Basil i Through 

Country or Locality intermediary of — 

New Caledonia---France. 

New Guinea. Territory of...—.— New South Wales. 


New Hebrides- 


Do. 


Nicobar Islands_Orcat Britain. 


Niger, Republic of- 

Nlssyros (Dodecanese Islands)- 

Niue or Savage Island---— 

Norfolk Island—---- 

North Borneo (see Malaysia)----.- 

Northern Rhodesia (see Zambia)--. 


Nyaaaland (see Malawi)- 

Oceania. French (See Polynesia)- 

Oubangul-Chart (See Central African Republic) 

Pakistan (including Baluchistan)- 

Papeete, Tahiti...—-——— 

Papua (Territory of) 


France. 

.. Orest Britain. 

.. Grcece. 

_New Zealand. 

.. New South Woles. 
.. Great Britain. 

.. South Africa. Re* 
public of. 

__ Great Britain. 

.. France. 

.. Do. 

.. Great Britain. 

_France. 

.. New South Woles. 


Penrhyn Island_-----New Zealand. 

Persian Gulf Porta (see Bahrein. Muscat, Qatar and Truclal States)— Orest Britain. 

Polynesia, French____——-- Franoe. 

Maks tea. Rais tea. Society Islands. Tahiti. 

Portugal*__ Great Britain. 

Portuguese East Africa (Mozambique)---8outh Africa. Re- 

^ public of. 

Qatar (Doha and Umm Said)-Great Britain. 

Ralatea Polynesia_____~ France. 

Rarotonga (Cook Islands)-....---Zealand. 

Reunion Island--..-...--— France. 

Rhodes (Dodecanese TiUh<i«) _. . .............. .........t ..-Greece. 

Rhodesia (Northern and Southern)_— --—. South Africa, Re¬ 

public of. 

Rodrigues. Island of_—..Great Britain. 

Saar___._Germany. 

Sabah (see Malaysia)-----Great Britain. 

8aint Helena__ **>• 

Saint Pierre and Miquelon-France. 

Samoa (Western)-----NewZealand. 

Samos (Dodecanese Islands)------Greece. 

San Marino. Republic of____._Italy. 

8orawak (sec Malaysia)---Great Britain. 

8avoge Islands (Niue)....--—— NewZealand. 

Benegal, Republic of______— France. 

Seychelles Islands_....____— Great Britain. 

8ierra Leone_____—- !>»♦ 

Bauya, Blums, Bo. Bon the. Cline Town, Daru Freetown, Hang ha, 

Kabala. Kallahun, Kombta. Kenema, Lunsar. Magburaka (Mak- 
ump) Makenl. Mano. Moyamba, Pendembu. Port Loko. Punjehun. 

Rotlfunk, Scgbwcmn, Scmbchun. Sumbuyo, Waterloo. 

Singapore (see Malaysia)----------- 

Society Islands, French Polynesia---- 

Solomon Island_ 

Somali Republic (Northern Region only)______ 

Soudanese Republic (See Mall. Republic of)____ 

Southern Rhodesia (oec Rhodesia)__......___ 


Great Britain. 

_ France. 

. New South Wales. 
. Orcat Britain. 

_ France. 

_ South Africa, Re¬ 
public of. 

_ Do. 

_France. 

_South Africa, Re¬ 
public of. 
France. 


Da 
France. 

Do. 

New South Wales. 
Great Britain. 

Da 


Southwest Africa______ 

Sudan, French (See Mall Republic)_ 

Swaziland _______ 

Tahiti (French Polynesia)_____ 

Tanganyika (see T nn«>n iii), ,. r . .. . .. Great Britain. 

Tanzania (eee Tanganyika and Zanzibar Protectorate) 

Tchad (See Chad Republic)___ 

Togo ___................_........ 

An6cho, AlakpamC, Lome, Paltm6. 

Tonga Islands (or Friendly Islands)_____ 

Truclal States (Abu Dhabi. Dubai and Sharjah) 

Uganda ....____ _ 

Arua. Born bo, Busambatia, BuUaba, Entebbe, Fort Portal, Oulu, 

Hotma, Iganga, Jlnja, Kabale. Knbcramaldo, Kaklra, Kallro, Kam¬ 
pala, Kamuli. Kitgum, Lira, Lugozl, Masaka, Maatndl, Mb ale, 

Mbarara, Mubende, Nanaaagall. Ngora, Scroti. Tororo, 

Upper Volta-......._...___.....___France. 

Western Samoa_, _______ New Zealand. 

Zambia______ South Africa, Re¬ 

public of. 

Zanzibar Protectorate (see Tanzania)...____Groat Britain. 

Notk: The corresponding Postal Manual section Is 171-29. 

<RB. 161, os amended; 5 U-S.C. 22,39 UJB.C. 501,600, 507,5101-5105) 

Louis J. Doyle. 

General Counsel 

|PH. Doc. 65-2310; Filed, Mar. 4.1965; 8:46 a m.) 











































Proposed Rule Making 


DEPARTMENT OF AGRICULTURE 

Consumer and Marketing Service 
17 CFR Port 1013 1 

(Docket No. AO-286-A7| 

MILK IN SOUTHEASTERN FLORIDA 
MARKETING AREA 

Decision on Proposed Amendments to 

Tentative Marketing Agreement 

and Order 

Pursuant to the provisions of the Ag¬ 
ricultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.l. 
and the applicable rules of practice and 
procedure governing the formulation of 
marketin g ag reements and marketing 
orders <7 CFR Part 900), a public hear¬ 
ing was held at Fort Lauderdale, Fla., 
on September 24.1964, pursuant to notice 
thereof issued on September 11, 1964 ( 29 
F.R. 12979). 

Upon the basis of the evidence intro¬ 
duced at the hearing and the record 
thereof, the Deputy Administrator on 
January 27. 1965 (30 FJL 1048: F.R. Doc. 
65-1068) filed with the Hearing Clerk. 
United 8tates Department of Agricul¬ 
ture. his recommended decision contain¬ 
ing notice of the opportunity to file writ¬ 
ten exceptions thereto. 

The material issues, findings and con¬ 
clusions, rulings, and general findings 
of the recommended decision (30 F.R. 
1048: FJL Doc. 65-1068) are hereby ap¬ 
proved and adopted and are set forth 
in full herein subject to the following 
modification: The sixth paragraph in is¬ 
sue 1 is revised. 

The material issues on the record of 
the hearing relate to: 

1. Pooling requirements for distribut¬ 
ing plants; 

2. Announcing prices on 3.5-percent 
butterfat basis; 

3. Allocating other source milk to 
Class IV. 

4. Pro rata assignment of unregulated 
milk: and 

5. Rate of payment on unpriced milk. 

Findings and conclusions . The fol¬ 
lowing findings and conclusions on the 
material issues are based on evidence 
presented at the hearing and the record 
thereof: 

1. Pooling requirements for distrib¬ 
uting plants. The pooling requirement 
that a distributing plant's minimum 
route distribution in the marketing area 
be 20 percent of its receipts during the 
month should be changed to 10 percent. 
The additional requirement that such a 
plant have at least 50 percent of its re¬ 
ceipts utilized in Class I milk should not 
be changed at this time. 

A change in the minimum Class I sales 
In the marketing area that a distributing 
plant must have to pool was proposed by 
the principal producer association in the 
market and was supported by handlers. 
This proposal would pool any distrtbut- 
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ing plant which had minimum route dis¬ 
tribution in the marketing area of 10 
percent of its receipts during the month 
or an average of 1.500 pounds of Class I 
sales per day. whichever is less. It Is 
claimed that requiring a plant to dispose 
of at least 20 percent of its receipts on 
routes In the marketing area is no longer 
a proper provision under Order 13 In light 
of present day marketing practices re¬ 
sulting from improvements In dairy proc¬ 
essing, dairy marketing, and transpor¬ 
tation technology. 

Maintaining the present provision in 
the order could result in exempting from 
full regulation a plant from which sub¬ 
stantial Class I sales are made in the 
marketing area. A number of military 
installations within the Order 13 mar¬ 
keting area are outlets for substantial 
quantities of Class I milk. They repre¬ 
sent potential outlets for the seasonal 
surplus milk from distributing plants not 
under a Federal order. The contract for 
a large military Installation could rep¬ 
resent, on the other hand, less than 20 
percent of the total quantity of milk han¬ 
dled at a plant holding such a contract. 
Moreover, sales made on weekends 
through chain stores in the marketing 
area also could involve large quantities 
of milk even though not necessarily rep¬ 
resenting as much as 20 percent of a 
plant's total receipts. Retaining the 
present 20 percent ln-area pooling re¬ 
quirements for distributing plants would 
permit the operator of a large plant to 
supply military contracts in the mar¬ 
keting area while remaining exempt 
from full regulation. Such a condition 
could have a disruptive cfTect # on the 
Order 13 market. 

The proposal to Include as pool plants 
all plants which disposed of 1,500 pounds 
or more of Class I milk in the marketing 
area should not be adopted. Requiring 
a distributing plant to become fully 
pooled if its Class I sales in the mar¬ 
keting area were less than 10 percent of 
its total receipts but averaged at least 
1.500 pounds daily could result in pooling 
a relatively large plant that had a neg¬ 
ligible proportion of Class I sales in the 
marketing area. Such a plant would not 
have a significant association with the 
Order 13 market and could better be han¬ 
dled as a partially regulated distributing 
plant. Moreover. 1.500 pounds daily is 
only about one-tenth of 1 percent of total 
sales in the market. It is not apparent 
such small amounts need to be brought 
under regulation in order to presene 
orderly marketing conditions in this 
market when they represent less than 
10 percent of the plant's receipts. 

In view of the above, it is concluded 
that Class I sales of 10 percent of a han¬ 
dler's receipts distributed in the mar¬ 
keting area is an appropriate and reason¬ 
able basis for establishing minimum 
standards. Permitting a distributing 
plant to dispose of more than 10 percent 
of its receipts inside the Order 13 mar¬ 
keting area represents too great a quan¬ 


tity of milk to be subject only to the 
regulation generally provided for a fringe 
area operator. Conversely, fully rtgu- 
lating a plant distributing less than 19 
percent of Us receipts inside the mar¬ 
keting area would cause plants only in¬ 
cidentally associated with the market to 
become pool plants. 

The proposal to increase the percent 
of a distributing plant's receipts that 
must be utilized ns Class I as a require¬ 
ment for pooling from 50 to 60 percent 
should not be adopted Proponents 
stated that most distributing plants to 
Florida and adjacent 8taU*s dispose of 
at least 60 percent of their milk in Ossa 
I. 


The factor of 50 percent is primarily 
used as a basis of differentiating be¬ 
tween a supply plant and a bottling plant 
in order to apply the separate pootina 
criteria to each type. A plant which bai 
more than half of its milk as Class I ii 
clearly a distributing type plank Rais¬ 
ing the factor to 60 percent would not 
serve to clarify this definition. 

Producers contend that increasing to 


60 percent of receipts the Class I salf> 
that a distributing plant must have to 
pool would minimize the risk of unrea¬ 
sonable pool dilution. The purpose of 
the pooling requirements in an order U 
to determine which plants shall oc 
pooled. It is not the function of tw 
pooling requirements to influence u* 
supply or utilization of milk In the pool 
The appropriate supply of milk and iw 
utilization are achieved through adjuit- 
ments in the class prices. - 

Because all producer milk must be funy 
regulated regardless of where it to sow. 
it is not feasible to differentiate, for u* 
purpose of regulation, between handiOT 
Class I sales inside and outside the mar¬ 
keting area. Otherwise, the effect or uk 
order would be nullified and the orderly 
marketing process Jeopardized. 

If only his "in-area” sales wcrcwW» 
to classification, pricing and pooluj* 
regulated handler with Class I sales 
inside and outside the marketing * 
could assign any value he 
outside sales. He thereby could 
his average cost of all of his Class I ® 
below that of other regulated ha^ 
having all. or substantially all*®* 
Class I sales within the marketing 
In short, unless all milk of wchaw^ 
is fully regulated under the order, 
effect would not be subject to « 
price regulation. The absence nw ^ 

tivc classification, pricing ana poo 
such milk would disrupt ordcr J* H ma *. 
ing conditions within the 
keting area and would lead to o ^ 
breakdown of the order. If 0 Py & 
diet- were free to value a port 1 ^ 

milk at any price he choose?. K w 

impossible to enforce unUormPr ^ 
all fully regulated handlers or a u 
basis of payments to the producers * 
supply the market. ..... the order 

It is essential, therefore, that tW ^ ; 

price all the producer milk rcce 
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pool plant regardless of the point of 

disposition. 

Limited quantities (as provided) of 
Claw I milk may be sold within the resu¬ 
lted marketing area from plants not 
cater any Federal order. There Is, of 
course, no way to treat such unregulated 
milk uniformly with regulated milk other 
than to m.ulatc It fully. Nevertheless. 
It has been concluded that the applica¬ 
tion of ' partial** regulation to plants 
having If ^ association than required for 
market pooling would not Jeopardize 
nrtetinp conditions within the regu¬ 
lated marketing area. Official notice is 
taken of the June 19. 1954. decision <29 
Pit. 9001* supporting amendments to 
leveral orders, including the Southeast¬ 
ern Florida order. 

The operator of this partially regulated 
plant is afforded the option of: (1) Pay¬ 
ing an amount equal to the difference be¬ 
tween the Class I price and the weighted 
average value of producer milk with re¬ 
spect to all Class I sales made in the mar¬ 
keting area. (2^ purchasing at the Class 
I price under any Pederal order sufficient 
Casa I milk to cover his limited disposi¬ 
tion within the marketing area, or <3) 
paying his dairy farmers an amount not 
less than the value of all their milk 
computed on the basis of the classifica¬ 
tion and pricing provisions of the order 
(the latter representing an amount equal 
to the order obligation for milk which is 
Imposed on fully regulated handlers). 

While all fluid milk sales of the par¬ 
tially regulated plant are not necessarily 
Priced on the same basis as fully resu¬ 
lted nnlk. the provisions described are, 
however, adequate under most circum¬ 
stances to prevent sales of milk not fully 
mguiated <pooled) from adversely affect¬ 
um operation of the order and the fully 
regulated milk. 

A * nouncin o prices on 3.5 percent 
tHOS* at ******* Class prices and uni- 
orm prices under the Southeastern Flor- 

aordcr should be announced on a 3.5 
Percent butterfat basis. 

A proposal was made that the butter- 
,ndk on wbicb basic prices 
«wer the Southeastern Florida order are 
jounced be changed from 4.0 to 3.5 
Pwcent it was stated that this would 
tul ™ for Price announcements under 
all ntK °J? sarae ** virtually 
woaiH htT i F<xlcral order markets and 

othu m^kcJ n PrlCC comparisons with 

^toatlons and announcc- 
ftt a comm °n basic butte r- 

better assist the industry in a 

ket nri^ er 2f Wlln * °* ann ounced mar- 
sis P rc P a ration and analy- 

tennwr^i materlal comparing in- 

oft^ n^i pri< : e relationships, which is 
other ? publlc hearings and for 

Poses SUfJ™* ntal and industry nur¬ 
series of n ilk C fa 5 ilitated Comparable 

kv&iiabte for l th P, ^ S WOUld 1)0 rcadil y 
for Program 

A uniform h ft *\ dal P induatr y statistics. 

tn miuiiSS* of ? rlc<i “no«ncem«nt 
these ***** 15 ^P^nt to 

banffier7te^n«i? l )l e of four related 
JecUon to t hii nWl that lhcy had no ob ~ 
change that ^ L pr ? posal b ^t opposed any 
u °uld result in Increasing 


the Class I price, even fractionally. For 
example, the September 1954, price of 
$6.65 for milk containing 4.0 percent but¬ 
terfat would, on a 3.5 percent basis, be 
$6,275. Handlers contended that the 
$6,275 price should not be adjusted to 


$6 28. 

It is more practicable to announce the 
Class I price to the nearest cent than to 
carry It out fractionally. This can best 
be accomplished by providing that the 
Class I price, after being adjusted by the 
supply-demand factor, be rounded to the 
nearest cent. At the present time, the 
standard utilization percentage in the 
supply-demand formula is adjusted by 1.5 
cents for each point of deviation from 
that percentage. This results in a com¬ 
puted supply-demand adjustment, before 
rounding, in an amount ending in a full 
cent or half cent. The practice in the 
market has been to increase any half 
cent resulting from a supply-demand 
adjustment computation to the higher 
full cent. The deletion in the supply-de¬ 
mand formula of the provision “round¬ 
ing any fraction of a cent to a whole cent** 
and providing for such a phrase in the 
final step of the Class I price computa¬ 
tion would appropriately equate the 
Class I price for milk containing 3.5 
butterfat with the level now provided in 
the order. The basic present Class I 
price of $7.00 would be converted to the 
3.5 percent butterfat basis of $6,625 < the 
difference of 37.5 cents is the differential 
of 7.5 times 5). 

The conforming changes necessary for 
announcing prices on a 3.5 Instead of a 
4.0 percent butterfat basis arc provided 
in the attached order. In this connec¬ 
tion. official notice Is taken of the fact 
that certain provisions in section 101350 
(class prices) of the order are no longer 
applicable and are deleted. In para¬ 
graph (a) of that seetton, this includes 
the language "And provided further. 
That for the period through May 1962, 
the supply-demand adjustment com¬ 
puted pursuant to paragraph (c) of this 
section shall not exceed plus or minus 
40 cents’*, and in paragraph (b)(1), the 
following plants have been closed and 
their Inclusion in the list enumerated 
therein is no longer appropriate: Borden 
Co., Mount Pleasant. Mich.: Carnation 
Co.. Sparta. Midi.; Pet Milk Co.. Way- 
land. Mich.; Borden Co.. Orfordvllle, 
Wia.: Carnation Co.. Oconomowoc, Wis.: 
and Pet Milk Co.. New Glarus. Wis. 

3. Allocating other source milk to Class 
IV. The sequence of allocating fluid 
milk products to the various classes 
should be modified. Also, Class XV 
should be included In the classes to which 
bulk fluid milk products received from 
other order plants arc prorated pursuant 
to the allocation provisions of the order. 
Such receipts that arc subject to prorata 
allocation are now assigned only to 
Classes I, n and III milk. 

Except in limited Instances (involving 
proration of milk received from unregu¬ 
lated supply plants to all the handler’s 
classes of utilization) the present order 
provides for the allocation of only pro¬ 
ducer milk to the available Class IV 
utilization of the handler while certain 
other source receipts (not allocated to 
Class I) are allocated in sequence be¬ 


ginning with Class HI and then to the 
Class II utilization of the handler. The 
important sources of unregulated milk or 
milk products so allocated to Class HI or 
Class n are fluid milk products for which 
Grade A certification is not established, 
milk from unidentified sources and milk 
from producer-handlers under this or 
any other order. 

Class IV is all milk, the skim milk por¬ 
tion of which is dumped or disposed of 
for livestock feed or fertilizer. Rela¬ 
tively small quantities of milk under the 
order are utilized in this class. Of the 
507 million pounds of milk In the Order 
13 pool in 1963. only 5 million pounds 
(0.9 percent) was Class IV. The Class 
IV price, which averaged $3.07 in 1963. 
was 52 cents below the average Class III 
price of $3.59. 

In order to avoid according this pref¬ 
erential treatment to the other source 
milk currently assigned in sequence be¬ 
ginning with Class III, the allocation se¬ 
quence for such other source milk as well 
as for producer milk should begin with 
Class IV milk. Similarly, In order that 
bulk receipts from other order plants 
may be accorded appropriate allocation 
In relation to producer milk, the proce¬ 
dure currently provided in the order for 
the prorata allocation of such receipts 
over Classes I. II and III should be modi¬ 
fied so that such allocation will embrace 
all the classes. The changes provided 
herein were requested by producers and 
were unopposed by handlers. 

4 Pro rata assignment of unregulated 
milk . The proportion of unregulated 
milk that may be assigned pro rata with 
producer milk should not be changed. 

The present allocation provisions allow 
full proration of unregulated milk up to 
the point where such proration gives a 
handler a 25 percent total reserve over 
his Class I requirements (the allowable 
quantity on which proration applies is 
computed by multiplying a handler's 
total Class I sales by 125 percent). Any 
additional unregulated milk Is assigned 
to available Class HI and Class II. As 
proposed elsewhere in this decision, such 
additional unregulated milk would be 
assigned first to Class IV and then to 
Class III and Class II. Producers pro¬ 
posed that the 25 percent reserve factor 
be reduced to 10 percent. 

The provision for limited proratlon of 
unregulated milk became effective Au¬ 
gust 1. 1954. The discussion of this mat¬ 
ter was included in the June 19. 1954. 
decision, of which official notice has been 
taken. That decision recognizes that 
some handlers may require more or less 
reserve milk than is represented by the 
125 percent factor, depending on the par¬ 
ticular operations in their plants. The 
factor was adopted, however, to accom¬ 
modate the varying circumstances in 
which individual handlers might need 
supplemental milk supplies. 

The principal testimony in support of 
the need for lowering the reserve require¬ 
ment at this time was that the South¬ 
eastern Florida market maintains a lower 
reserve than Is represented by the pres¬ 
ent factor. In this connection, the June 
19 decision recognizes that many Federal 
order markets will maintain more or less 
reserv e than is represented by the reserve 
factor (which is a common factor applied 


- 
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to all orders) depending on such vari¬ 
ables as seasonal fluctuations in supply 
and demand, the number and size of reg¬ 
ulated handlers, and the actions of co¬ 
operatives and handlers in allocating 
supplies among plants and disposing of 
surplus milk. However, since the reserve 
factor applies to individual handlers 
rather than to the market as a whole, we 
may not rely solely on a particular mar¬ 
ket's utilization in determining an appro¬ 
priate limit for the proration of unregu¬ 
lated milk. 

At the time of the hearing, the revised 
allocation provision on unregulated milk 
had been in effect for little more than 
one month. In this situation, it cannot 
be ascertained whether the present pro¬ 
vision will cause inequities Its indicated 
by proponents. Since evidence is lack¬ 
ing concerning specific marketing prob¬ 
lems uuder these provisions, we may not 
reasonably conclude that the provisions 
will not work satisfactorily h. the South¬ 
eastern Florida market. 

Producers acknowledge that disorderly 
marketing conditions have not yet been 
caused by the revised provisions, but they 
expressed the belief that the order should 
be amended at this time to avoid future 
marketing problems. 

5. Rate of payment on unpriced milk . 
The provisions for payments on nonpool 
milk disposed of as Class I milk on routes 
in the Southeastern Florida marketing 
area and on nonpool milk purchased by 
a Southeastern Florida regulated plant 
should not be changed. 

At the present time, a nonpool, or par¬ 
tially regulated, handler disposing of 
Class I milk in the Southeastern Florida 
marketing area has the options of: 

<a> Showing that total payment for 
hU total dairy farm milk supply has been 
at least as much as his obligation at the 
class prices if his plant were fully regu¬ 
lated. (This amount may be paid en¬ 
tirely to his dairy farmers or may be in 
part to his dairy farmers and in part 
into the producer-settlement fund.) 

(b) Showing that he has purchased 
Class I milk priced under some Federal 
order in an amount at least equivalent to 
his total Class I sales wihin the area. 

<c) Making a payment into the pro¬ 
ducer-settlement fund on his Class I 
sales In the market at the difference be¬ 
tween the Class I and the uniform price; 
or 

<d> Electing any combination of (b) 
and (c). 

On unregulated milk purchased by a 
regulated handler and allocated to his 
Class I use, a payment at the difference 
between the Class I and uniform price 
applies. 

Proposals were offered by producers 
which would change the rate of payment 
available in option (c) above and the 
rate applicable to unregulated milk al¬ 
located to Class I in a regulated plant to 
the difference between the Class I and 
Class m price. Testimony of regulated 
handlers at the hearing supported a 
Class I minus Class II payment on un¬ 
regulated milk. 

Prior to the Supreme Court's decision 
In the Lehigh Valley-Suncrest cose, the 
order provided for payments on unregu¬ 
lated milk used in the Class I market at 


the difference between the Class I and 
the Class II or Class m price, respec¬ 
tively, depending on whether the milk 
originated from sources within or outside 
the State of Florida. 

The decision (of which official notice 
was previously taken) on which the pres¬ 
ent payment provisions arc based, recog¬ 
nizes the possibility that these payments 
might not remove all of the competitive 
advantage that unregulated milk might 
have on entering a regulated market. 
However, the decision concludes that in 
view of the Supreme Court's decision in 
the Lehigh Valley case and In the absence 
of evidence concerning specific instances 
wherein unregulated milk was purchased 
at a price less than the uniform price, a 
rate based on the difference between the 
Class I and uniform prices should be 
used. 

The principal testimony offered at the 
hearing was designed to show the com¬ 
petitive advantage that could accrue to a 
handler using unregulated milk for Class 
I uses under the present provisions. It 
was stated that a payment based on the 
difference between the Class I and uni¬ 
form price would remove Utile of the 
competitive advantage that such milk 
has when used for Class I purposes in 
the Southeastern Florida market. This 
would result, it was claimed, because of 
the wide difference between the uniform 
price and surplus price In the high utili- 
zation market of Southeastern Florida. 

A handler electing to make a payment 
at the difference between the Class I 
and the uniform price on unregulated 
milk disposed of for Class I use in the 
Order 13 marketing area would have a 
competitive advantage over fully regu¬ 
lated handlers at any time such unregu¬ 
lated milk could be delivered to the mar¬ 
ket at less than the Order 13 uniform 
price. For 1963, the average uniform 
price for milk of four percent butterfat 
was $6.43 per hundredweight. The com¬ 
parable class prices for the year were: 
Class I. $6.77; Class n, $4.49; and Class 
m, $3.59. 

Although the testimony submitted by 
proponents showed several potential 
sources of unregulated milk, there have 
been no actual movements into the 
Southeastern Florida market since the 
post compensatory payment provisions 
were suspended on January 1.1963. They 
indicated, nevertheless, that unregulated 
milk from these sources could be pur¬ 
chased for sale in the Southeastern Flor¬ 
ida market at less than the Order 13 
uniform price. One such source, they 
indicated, would be the surplus of nearby 
fluid markets which, in the absence of 
an alternative fluid outlet. w r ould com¬ 
mand only a surplus milk price. They 
stated that the Order 13 market would 
be an especially attractive outlet for op¬ 
erating cooperatives In nearby markets 
operating under the State of Florida's 
individual-handler pooling regulations, 
since such cooperatives could return to 
their own producers anything over the 
surplus price realized on sales in the 
market. Another indicated source is milk 
priced under a regulation of the Florida 
Milk Commission and disposed of to mil¬ 
itary installations in the Southeastern 
Florida market. The full Class I price 


established by the Commission does not 
apply to such military sales. 

In this respect, however, the situation 
has not changed since this matter to 
considered at the hearing held in Jia. 
uary 1963. At that hearing, the evidence 
presented in support of a Class I minus 
surplus payment on unregulated oik 
also was largely speculative and referred 
to potential rather than actual sources 
of such milk. In view of the continued 
lack of evidence of disorder on this basis 
there are no grounds for changing the 
rate of payment on unregulated milk &t 
this time. 

It should be pointed out that the pro- 
posed changes in the pooling require¬ 
ments discussed above should provide 
an additional safeguard against unregu¬ 
lated milk entering the market at a com¬ 
petitive advantage over fully regulafcd 
milk. However, If future conditions indi¬ 
cate that the present provisions ore nc* 
adequately protecting the regulation, the 
matter can be submitted for further con¬ 
sideration at a hearing. 

Rulings on proposed findings and coo- 
elusions. Briefs and proposed finding* 
and conclusions were filed on behalf of 
certain Interested parties. These brief*, 
proposed findings and conclusions and 
the evidence in the record were consid¬ 
ered in making the findings and conclu¬ 
sions set forth above. To the extent that 
the suggested findings and conclusion* 
filed by interested parties are inconsist¬ 
ent with the findings and conclusions fd 
forth herein, the requests to make such 
findings or reach such conclusions w* 
denied for the reasons previously 


in this decision. . 

General findings. The findings sm 
determinations hereinafter set forth srt 
supplementary and in addition to 
findings and determinations prevkxwj 
made in connection with the issuance« 
the aforesaid order and of the 
Issued amendments thereto; and sUOi 
said previous findings and determine*® 
arc hereby ratified and affirmed, exccr* 
Insofar as such findings and detcrmjM* 
tions may be in conflict with the flnmnp 
and determinations set forth 

(a) The tentative marketing 
ment and the order, as hereby P™ 1 ***! 
to be amended, and all of the terms ana 
conditions thereof, will tend to eiTectua 
the declared policy of the Act; 

(b) The parity prices of 
mined pursuant to section 2 of tne 
are not reasonable in view of tnc 
of feeds, available supplies of Jem* 
other economic conditions whtcb 
market supply and demand for ™ 
the marketing area, and the mint®® 
prices specified in the proposed 

ing agreement and the order, w & 
proposed to be amended, are sucR 
as will reflect the aforesaid factor* 
ure a sufficient quantity of 


mIUt an/1 h/' 1 


merest; and 

( c) The tentative marketing 
nent and the order, as hereby 
o be amended, will regulate the 
lllng of milk in the same manner os. 
rill be applicable only to P 0 ^ 01 ^. 
cspcctivc classes of industrial a ^ fUI< 
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agreement upon which a hearing has 

been held. 

Rulings on exceptions. In arriving at 
the findings and conclusions, and the 
regulatory provisions of this decision, 
each of the exceptions received was care¬ 
fully and fully considered in conjunction 
with the record evidence pertaining 
thereto. To the extent that the findings 
and conclusions, and the regulatory pro* 
visions of this decision arc at variance 
with any of the exceptions, such excep¬ 
tions arc hereby overruled for the rea¬ 
sons previously stated in this decision. 

Marketing agreement and order. An¬ 
nexed hereto and made a part hereof 
are two documents entitled respectively. 
•Marketing Agreement Regulating the 
Handling of Milk in the Southeastern 
Florida Marketing Area”, and ' Order 
Amending the Order Regulating the 
Handling of Milk in the Southeastern 
Florida Marketing Area", which have 
been decided upon as the detailed and 
appropriate means of effectuating the 
foregoing conclusions. 

It U hereby ordered . That all of this 
decision, except the attached marketing 
agreement, be published in the Federal 
Rxoisixr. The regulatory provisions of 
•aid marketing agreement are identical 
with those contained in the order as 
hereby proposed to be amended by the 
attached order which will be published 
with this decision. 

Determination of representative pe¬ 
riod. The month of December 1964 is 
hereby determined to be the representa¬ 
tive period for the purpose of ascertain- 
whether the issuance of the attached 
order, aj a m ended and as hereby pro¬ 
posed to be amended, regulating the han¬ 
ging of milk in the Southeastern Florida 
marketing area, is approved or favored 

f 1 f 0ducer5 » defined under the terms 
« the °rder, as amended and as hereby 
Proposed to be amended, and who, dur- 
representative period, were en- 
faged In the production of milk for sale 
*»tWn the aforesaid marketing area. 

1 at WftsWngton » PjPm on March 


UKORGE L. MEHREN. 
Assistant Sccretar 

the ° rder Reaula 
*r» 01 Mla ' in the Southc. 

^Florida Marketing Area 

J • 013.0 l inclin*. .nil clrtrrniinaliur 

Inafter 1 ** 1 ? dclerml natlons h 

In 8U W c ®cntary 

nndimts and de 

SmNrtih fK*T tondy madc ,n conl 
"Her 0f the af0le 

Unnuin. • Previously Us 

thereto; and all of ’ 

hereby rit7nllrl®* *J d determinations 
. t ich*n n fi afflrmed - except 
‘ionsmav ^re m,d l n8s and det crml 
»nd wlth thc nndl 

S. at,on * wt torth hereii 
•*uLa%£2 Upon thc tosU o/ 
J^ojecord. Pursuant to thc pr 

^^*2um 5? *“* b * coro * «fl«cu»a 

01 U* rwiuirctgeou of IOC 

•ruing * nd procedure | 

*° tonnuUU markc 
m*r ,U m "“*Ung orders have 1 


slons of the Agricultural Marketing 
Agreement Act of 1937. as amended (7 
US.C. 601 et seq.). and the applicable 
rules of practice and procedure govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900). a public hearing was held 
upon certain proposed amendments to 
the tentative marketing agreement and 
to the order regulating the handling of 
milk in the Southeastern Florida mar¬ 
keting area. Upon the basis of the evi¬ 
dence introduced at such hearing and 
the record thereof, it Is found that: 

(1) The said order as hereby amended, 
and all of the terms and conditions 
thereof, will tend to effectuate the de¬ 
clared policy of the Act; 

(2) The parity prices of milk, as deter¬ 
mined pursuant to section 2 of thc Act. 
are not reasonable in view 4 of the price 
of feeds, available supplies of feeds, and 
other economic conditions which affect 
market supply and demand for milk in 
the said marketing area, and the mini¬ 
mum prices specified in the order as 
hereby amended, are such prices as will 
reflect the aforesaid factors, insure a 
sufficient quantity of pure and whole¬ 
some milk, and be in the public interest; 
and 

(3) The said order as hereby amended, 
regulates the handling of milk in thc 
same manner as. and is applicable only 
to persons in the respective classes of 
industrial or commercial activity speci¬ 
fied in, a marketing agreement upon 
which a hearing has been held. 

Order relative to handling . It is there¬ 
fore ordered, that on and after the effec¬ 
tive date hereof, the handling of milk 
in the Southeastern Florida marketing 
area shall be in conformity to and in 
compliance with the terms and condi¬ 
tions of the aforesaid order, os amended 
and as hereby amended, as follows: 

i. Section 1013.11(a) is revised to read 
as follows: 

§ 1013.11 Fool plant. 

• • • • • 

<a> A plant at which the total Class I 
milk during the month is equal to not 
less than 50 percent of the receipts at the 
plant during the month of milk from 
dairy fanners who meet the Inspection 
requirements pursuant to ft 1013.7 and 
other receipts in the form of milk prod¬ 
ucts designated as Class I milk pursuant 
to ft 1013.41(a) and from which an 
amount of Class I milk equal to not less 
than 10 percent of such receipts Js dis¬ 
posed of during thc month in the mar¬ 
keting area on routes; 


§ 1013.14 [ Amendment ] 

2. In ft 1013.44(a)(2), thc reference 
"ft 1013.46(a) (3) M is revised to read 
"ft 1013.46(a)(3) and (3-a)". 

3. In ft 1013.46(a), subparagraphs (3), 

(4) and (8)(1) are revised and a new 
subparagraph (3-a) is added to read as 
follows: 

§ 1013.46 Allocation of ftktin milk and 
l»uttcrf«l rlawMficd. 


(3) Subtract from the remaining 
pounds of skim milk In each class, in 
series beginning with Class III, the 
pounds of skim milk In other source milk 
as specified in ft 1013.14(b); 

(3-a) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class. In series beg Inning 
with Class IV, the pounds of skim milk 
in each of the following: 

(I) Receipts of milk products desig¬ 
nated pursuant to ft 1013.41(a) for which 
Grade A certification is not established, 
or which are from unidentified sources; 

(II) Receipts of milk products desig¬ 
nated pursuant to ft 1013.41(a) from a 
producer-handler, as defined under this 
or any other Federal order; and 

(ill) Other source milk received from 
dairy farmers: 

<4> Subtract, In the order specified 
below, from thc pounds of skim milk re¬ 
maining in Class IV. Class III and/or 
Class n (beginning with Class IV unless 
otherwise specified) but not In excess of 
such quantity or quantities: 

(i) Receipts of milk and skim milk 
from an unregulated supply plant: 

(a) For which the handler requests 
such utilization: or 

(b) Which are In excess of thc pounds 
of skim milk determined by multiplying 
the pounds of skim milk remaining In 
Class I milk by 1.25 and subtracting thc 
sum of the pounds of skim milk in pro¬ 
ducer milk, receipts from pool plants of 
other handlers, and receipts in bulk from 
other order plants; and 

<ti) Receipts of milk products desig¬ 
nated pursuant to ft 1013.41(a) in bulk 
from an other order plant in excess of 
similar transfers to such plant, if Class 
in or Class II utilization, respectively, 
was requested by the operator of such 
plant and the handler: 


( 8 ) • ♦ • 

(I) In series beginning with Class IV 
and thereafter from Class in and Class 
n. the pounds determined by multiplying 
the pounds of such receipts by the larger 
of the percentage of estimated Class n. 
Class in and Class IV utilization of skim 
milk announced for the month by the 
market administrator pursuant to 
ft 1013.22(1) or live percentage that Class 
H, Class in and Class IV utilization re¬ 
maining is of the total remaining utili¬ 
zation of skim milk of thc handier; and 


4. Section 1013 50 is revised to read as 

follows: 

§ 1013.30 (liiw prierm 

Subject to thc provisions of ft 1013.51. 
the class prices per hundredweight of 
milk to be paid by each handler shall be 
as follows: 

(a) Class I milk price. The price for 
Class I milk shall be the price, rounded 
to the nearest cent, obtained by adding 
to or subtracting from $6,625 the sup¬ 
ply-demand adjustment pursuant to 
paragraph (c) of this section: Provided . 
That the price shall neither exceed by 
more than $4.00 the price calculated pur¬ 
suant to paragraph (b) of this section 
nor be less than thc price calculated pur- 


<a> • • • 
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su&nt to paragraph <b) of this section 
plus $2.75; 

<b) Calculate the higher of the prices 
computed pursuant to subparagraphs (1) 
and <2> of this paragraph: 

(1) The average basic field prices per 
hundredweight reported to have been 
paid or to be paid for milk of 3.5 percent 
bulterfal content received from farmers 
during the preceding month at the fol¬ 
lowing plants or places for which prices 
have been reported to the market admin¬ 
istrator or to the Department: 

Present Opera ran and Location 

Pet Milk Co.. CooperaviUe. Mich. 

Borden Co , New London. Wis, 

Carnation Co., Rich!And Center. WU. 

Pet Milk Co., Belleville. Win 

White House Milk Co , Manitowoc. Wis 

White House Milk Co , West Bend. \VU 

(2) The price per hundredweight com¬ 
puted as follows: Multiply the Chicago 
butter price for tlie preceding month by 

3.5. add 20 percent thereof, and add to 
such sum 7.5 times the amount by which 
the Chicago powder price for the preced¬ 
ing month exceeds 5 cents. 

<d The supply-demand adjustment 
shall be calculated as follows: 

(X) The “supply-demand percentage** 
for a month means the quantity of pro¬ 
ducer milk during the second and third 
preceding months expressed as a percent 
of the gross Class I disposition of all pool 
plants during the same months, rounded 
to the nearest whole percent, 

(2) The “standard utilization percent¬ 
age' 4 for each month means the percent¬ 
age shown in the right-hand column of 
the following schedule in the same line 
with the month in the left-hand column: 


MotiUis fee 
which prkw 
KPPUM 

Mont bn lor which 
utllicaUoct la computed 

Htandan! 

utilitarian 

prorntarr 

January. 

October-November. 

105 

February_ 

November-iNwrmber... 

105 

March. 

I )eenuber-January.._ 

105 

April. 

January- February. 

ICtt 

May. . 

KrUruary - March. 

1QK 

Jut*__ _ 

Marrh April.. 

112 

July. .. 

April-May . 

114 

Aufuj4 . 

May-June. .... 

114 

September .. 

Jaive-Jui.v-- 

112 

October. 

Jiilv-Aurtiet. 

IQK 

November .. .. 

Auvu»t-S«ii<eiiil«er.I_. - 

105 

December. 

Heptcfnber-Ocfober_ 

106 


<3> The “deviation percentage" for a 
month means the difference between the 
supply-demand percentage for the month 
and the corresponding standard utiliza¬ 
tion percentage, the direction of such 
deviation to depend on whether It Is 
above or below the standard utilization 
percentage. 

<4> Compute the deviation percent¬ 
ages for the current and two preceding 
months, and after excluding any devia¬ 
tion percentage which is In the opposite 
direction from the deviation percentage 
of a more recent month, compute a sum 
from the remaining deviation percent¬ 
ages which excludes any amount by 
which any of such deviation percentages 
exceeds any of such deviation percent¬ 
ages for a more recent month. 

(5) If the current month’s supply-de¬ 
mand percentage is less than the cor¬ 
responding standard utilization percent¬ 
age, Increase the Class I price by the 
number of cents which Is Hi times the 


sum computed pursuant to subp&ragraph 
(4) of this paragraph; and if the current 
month’s supply-demand percentage is 
more than the corresponding standard 
utilization percentage, decrease the Class 
I price by the number of cents which is 
1^2 times the sum computed pursuant to 
subparagraph (4* of this paragraph. 

(d> Class 11 ynilk price. The Class II 
price per hundredweight shall be the 
sum of tlie amounts computed pursuant 
to subparagraphs (1) and «2) of this 
paragraph: 

(1) Multiply the Chicago butter price 
by 1.25, add 4 cents and multiply the 
result by 3.5; and 

(2) Add 2.5 cents to the Chicago 
powder price and multiply the result by 

8.5. 

(e) Class 111 milk price. The Class m 
price per hundredweight shall be the 
sum of the amounts computed pursuant 
to subparagraphs (I) and <2) of this 
paragraph: 

(1) Multiply the Chicago butter price 
by 1.25. add 4 cents and multiply the re¬ 
sult by 3.5; and 

<2i Deduct 8 cents from the Chicago 
powder price and multiply the result by 

8.5. 

<f > Class IV milk price. The Class IV 
price per hundredweight shall be com¬ 
puted as follows: Multiply the Chicago 
butter price by 1.25, add 4 cents and mul¬ 
tiply the result by 3.5. 

§ 1013.70 [ Amendment 1 

5. In § 1013.70(d). the reference 
“$1013.46<a)<3) H is revised to read 
“5 1013.46(a)(3) and <3-a>’\ 

§ 1013.72 1 Amendment ] 

6. In 11013.72. the reference “4.0“ is 
revised to read “3.5". 

§ 1013.86 [ Anirnclrmnl] 

7. In g 1013 86(a) (2), the reference 
”§ 1013.46(a) <3) and (7)'* Is revised to 
read "5 1013.46(a)(3), <3-a) and (7)“. 

|P.R. Doc. 65-2281: Filed. Mar. 4. 1965; 
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FEDERAL AVIATION AGENCY 

l 14 CFR Part 71 ] 

| Airspace Docket No. 65-WE-17J 

TRANSITION AREA 

Proposed Alteration 

The Federal Aviation Agency is con¬ 
sidering an amendment to Pari 71 of the 
Federal Aviation Regulations which 
would alter the Spokane, Wash., transi¬ 
tion area. 

The Spokane transition area, as pres¬ 
ently described, does not provide ade¬ 
quate controlled airspace for the protec¬ 
tion of aircraft executing authorized 
radar transition and vectoring proce¬ 
dures to Runway 5 at Fairchild AFB, 
Spokane. Wash. 

To provide protection for these proce¬ 
dures. the FAA proposes to increase the 
700-foot portion of the Spokane transi¬ 
tion area a sufficient amount to include 
the following: 

That airspace extending upward from 700 
feet above the eurface within a 15-mllc radiua 


of Fairchild AFB. Spokane. With. tUuttidi 
47°36*&6" N., longitude 117*89*20 W |. 

If the action proposed her* n I* taken, 
the Spokane transition arc a would be 
designated as follows: 

That airspace extending upw.ird from too 
feet above the surface within a 15-mllc rv 
dlua of the Spokane International Airport 
(latitude 47*37*36" N.j longitude 117*32*05 
W.), and within n 16-mile mdlui of Fo- 
child AFB. Spokane. W<uh (latitude 
47 36*55" N.. longitude 117 * 39 w >; that 
air*pace extending upward from 1.200 fm 
above the surface within a 38-iuU* nuJIw 
of Fntrchlld AFB. 8pok&n*' (Utnedi 
47 36*65" N., longitude 117'3520 Wj 

within a 62-mtle rad lux of Fairchild AFB. ft- 
tending cloekwtee from the Spokane VORTAC 
024* radial to a line 5 miles 3 of and paniUil 
to the Spokane VORTAC 094* radial, tod 
clockwise from a line 6 miles NE ctf and 
parallel to the Spokane VORTAC 156* radbi 
to the Spokane VORTAC 300* radial; and 
that airspace 8 of Spokane extending (ran 
the 62-milc radius area bounded on the K 
by longitude 117*32*00" W.» on the S by 
V-536, and on the W by V-281; that alnpsct 
extending upward from 7.000 feet USL 
within the area bounded by the arcs of St¬ 
and 62-mite radius circlet! centered on Mr* 
child AFB. extending aloCkwtte from tM 
Spokane VORTAC 300* to the 934* rodlsla 
and that airspace extending upward from 
6,000 feet MSL within the area bounded by 
arcs of 38- and 62-mile radius circles cra¬ 
tered on Fairchild AFB. extend iny doctwtw 
from a line 5 miles 8 of and pnmilel to the 
Spokane VORTAC 094* radla! to a llo< 1 
miles NE of and parallel to the SpokaaS 
VORTAC 166* radial, excluding the portim 
within a 39-mile radius of Larioo AFB 
Mooes. Lake. Wash. 


Interested persons may submit such 
written data, views or arguments ss they 
may desire. Communications .should fc 
submitted in triplicate to the Director. 
Western Region. Attn: Chief. Air Traffic 
Division. Federal Aviation Agency. 
West Manchester Avenue, Post Offi« 
Box 90007. Airport Station. Lc* Angeles. 
Calif., 90009. All communications re¬ 
ceived within forty-five days after pw* 
lication of this notice in the Fwnit 
Register will be considered before actio® 
is taken on the proposed amendment 
No public hearing is contemplated at tw 
time, but arrangements for 
conferences with Federal 
Agency officials may be made by con *~v 
ing the Regional Air Traffic Uivtsxo 
Chief. Any data, views or argurnen® 
presented during such conferences ni 
also be submitted In writing in wco* 
ance with this notice in order to wc®” 
part of the record for conddenj*®* 
The proposal contained in this no 
may be changed in the light of comme* 1 
received. , far 

A public Docket will be available i 
examination by interested 
office of the Regional Counsel, 
Aviation Agency. 5651 West Manf 
Avenue, Los Angeles. Calif , 900** 

This amendment is proP 0 ®®** 1 
the authority of sec. 307 <a) of ti 
eral Aviation Act of 1958, as &ffi e 
72 Stat. 749; 49 U.S.C. 1348. 

Issued in Los Angeles, Calif., on * K 
ruary 25,1965. 

William R, ******* 

Acting Director- 
Western Regi0 ^. 

[m. Doc. 66-2288; Filed. 4 - 1 

8:46 fun 1 
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FEDERAL HOME LOAN BANK BOARD 

[12 CFR Part 543 ] 

[No. 1«.943| 

FEDERAL SAVINGS AND LOAN 
SYSTEM 


Proposed Application for Permission 
To Organize 

March 2.1965. 

Resolved that, pursuant to Part 508 
of the general regulations of the Fed- 
era! Home Loan Bank Board (12 CFR 
Part 508 > and 5 542.1 of the rules and 
regulations for the Federal Savings and 
Loan System (12 CFR 542.1 >. it is hereby 
proposed that i 543.2 of the rules and 
regulations for the Federal Savings and 
Loan System (12 CFR 543.2) be amended 
by an amendment, the substance of 
which is as follows: 

Amend { 543.2 of the rules and regula¬ 
tions for the Federal Savings and Loan 
8ystcm to read as follows: 

1543.2 Application for pcrmi*«ion to 
organise a Federal auaoeiation. 


(a) General provisions . (1) All re¬ 

quests by Interested persons for advice 
or instructions with respect to any 
matter arising under this section shall 
be addressed to the Board's Supervisory 
£**nt As used in this section, the term 
"Supervisory Agent" means the Presi¬ 
dent of the Federal home loan bank of 
the district in which the proposed asso¬ 
ciation Is to be located or any other offi¬ 
cer or employee of such bank appointed 
JT tt 16 Board as agent as provided by 
*50111 of the general regulations of the 
federal Home Loan Bank Board (4 501.- 
ii of this chapter). All recommenda- 
«ons by Supervisory Agents and by 
25®* employees of the Board In 
connection with any application for per- 
organize a Federal association 
be deemed to be privileged and con- 
•Abject to the provisions of 
H 505.10 505.11 and 505.12 of the gen- 

Qf Ulc Federal Home 

505^^,K, B °\ rd (,! 505 l °- 505.11 and 
11118 ch »Pter). 

oreani™ *S5 caUon for Permission to 
association shall be 
wlthh^ or disapproved by the Board 
tftsrniwT* 1 ? 1 not exce «ll n « 9 months 
by Dar»L bUC w Uon ot lhc notlce required 
wBmSmIJih!? 1 ° f 11118 sectlon - unless 
application r 5® pm R particular 
TXSi blends such period. 
formalin*** 0 *** 0 * ,orm - supporting in- 
application for permls- 
thall be liw 4 * 11 * 6 8 Federal association 
and ZnJ?™ Pre^rlbed by the Board 

*LtS£LV$* by 81 ’ Per* 

*ervedh» n the community to be 
Inafterrefprr^H 0 . 108 ^ 8ssocla Uon there- 
Such ann ,^ « the "applicants"). 

Une 0 f P inf O m“, an <* Prescribed "Out- 
SMPPortof«?a2Sf? 10 1)0 Submitted In 
to Ornat^,, ” i£S Ca i ti ? n for p ermlsston 
be obtains « a P^eral Association" may 

tn tormatioVslSi t hi^ Upervisory Agent - 

Port of Inc a ^H, bc ., furnl * hcd ‘n sup- 
Jlth 5uch o C utK^ 0n ln accordance 
The appUctmu.? d !£ gned10 ^ow: (I) 
States of ^3 rh Cltl f n8 ot the United 
character and responsl- 


bllity; (2) there is a necessity for the 
proposed association in the community 
to be served by it; (3) there is a reason¬ 
able probability of usefulness and success 
of the proposed association; and (4) the 
proposed association can be established 
without undue injury to properly con¬ 
ducted existing local thrift and home- 
financing Institutions. The application 
shall include an estimate of the annual 
income and expenses of the proposed 
association and of the annual volume of 
business to be transacted by it. and a 
statement of the personnel and office 
facilities to be provided for the operation 
of such association. An application 
shall be deemed ttr be complete when the 
foregoing requirement* of this paragraph 
(b) have been met. % 

<c> Filing of application. An appli¬ 
cation for permission to organize a Fed¬ 
eral association shall be died with the 
Board by delivering two copies thereof, 
together with two copies of all supporting 
Information, to the Supervisory Agent. 

(d) Amendment of application; filing 
of additional information. After a com¬ 
plete application for permission to 
organize a Federal association has been 
filed with the Board, and prior to the 
date of advice by the Supervisory Agent 
to the applicants to publish notice of the 
filing of the application pursuant to 
paragraph (e) of this section, the appli¬ 
cants may die additional Information ln 
support of the application and may 
amend the application; after the date 
of such advice, the applicants may not 
amend the application or. unless and 
until a hearing on the application is 
ordered, die any additional supporting 
information unless requested by or on 
behalf of the Board. 

(e) Processing of application by Su¬ 
pervisory Agent: public notice: inspec¬ 
tion. <1) Upon determination by the 
Supervisory Agent that an application 
for permission to organize a Federal as¬ 
sociation is complete, the Supervisory 
Agent shall advise the applicants, in 
writing, to publish, within 15 days from 
the date of such advice, ln a newspaper 
printed ln the English language and hav¬ 
ing general circulation in the community 
to be served by the proposed Federal 
association, a notice of the filing of the 
application in the following form: 

None* or Piling of Application for Pxrmta- 
hion to Organize a Federal Savings and 
Loan Association 

Notice is hereby given that, pursuant to 
the provisions of I 543 2 ot the Rules and 
Regulations for the Pederal Savings and Loan 
System. ...._......_____........ 

(P1U ln name* of applicants) 

have filed an application with the Federal 
Home Loan Bank Board for permission to 
organize a Pederal savings and loan associa¬ 
tion to be located at, or ln the Immediate 
vicinity of, ___..._.... 

I Street address ) (City) 

... The application has been de- 

(State) 

livered to the office of the Supervisory Agent 
of the said Board, located at the Federal 

Home Loan Bank of __ 

(City) 

(Street address) (City) 

____ Any person may flic comrou- 

(State) 


nlcations in favor or in protest of said appli¬ 
cation at the aforesaid office of the Super¬ 
visory Agent within 20 days after the date of 
this publication. Under the said Rules and 
Regulations for the Pederal Savings and Loan 
System, a hearing ln Washington. D C., may 
be held If. pursuant to this notice, any In¬ 
terested person expresses a written protest, 
which shall be filed in duplicate and sup¬ 
ported by specific written objections, to said 
application and requests a hearing at which 
he expresses Intention to appear, provided 
such protest and request are received at the 
aforesaid office of the Supervisory Agent 
within 20 days after the date of this publi¬ 
cation. Any such written protest which U 
not coupled with a request for hearing will 
also be considered if received at the aforesaid 
office of the Supervisory Agent within 20 days 
of the date of this publication. The com¬ 
plete application, together with all com¬ 
munications In favor or ln protest thereof, 
are available for inspection by interested 
persons at the aforesaid office of the Super¬ 
visory Agent. 

1 2) Within 20 days after the date of 
publication of said notice, any person 
may file, at the office of the Supervisory 
Agent designated in the notice, com¬ 
munications in favor or in protest of the 
application. 

<3> Promptly after publication of the 
notice, the applicants shall transmit two 
copies thereof to the Supervisory Agent 
accompanied by two copies of a pub¬ 
lisher's affidavit of publication. 

(4) The complete application, together 
with all communications in favor or ln 
protest thereof, shall be available at the 
office of the Supervisory Agent during 
regular working hours for inspection by 
Interested persons following the date of 
publication of the notice as hereinabove 
provided. Prior to the Issuance to the 
applicants of advice to publish a notice, 
the application and the fact that it has 
been filed shall be held as confidential. 

(f > Hearings — (1) General provisions. 
A hearing shall be held upon an applica¬ 
tion for permission to organize a Federal 
association In any case in which a hear¬ 
ing is ordered unless It is dispensed with 
as provided in the order for a hearing. 
A copy of on order for a hearing shall 
be mailed to the applicants and to all 
persons who have filed written state¬ 
ments protesting approval of the appli¬ 
cation. In any case ln which the Board 
has disapproved an application without 
a hearing, a hearing may be held, at the 
discretion of the Board, if such hearing 
is requested by the applicants within 30 
days after receipt by them of advice that 
the Board has disapproved the applica¬ 
tion. Notwithstanding any other provi¬ 
sion of this section, the Board may at 
any time, in its discretion and on its own 
motion, order a hearing on an applica¬ 
tion for permission to organize a Federal 
association. Any interested person may 
appear, in person or by attorney, at any 
hearing held on an application for per¬ 
mission to organize a Federal association 
and submit any evidence pertinent to the 
questions at issue. 

(2) Procedure. After a hearing has 
been ordered, the order for such hearing, 
the application and supporting informa¬ 
tion. and any protest and information in 
support of any protest, shall be available 
at the office of the Secretary to the Board 
for Inspection during regular working 
hours. The hearing shall be held before 
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a hearing officer who shall be a member 
of the staff of the Oeneral Counsel of 
the Federal Home Loan Bank Board and 
who shall be designated by the General 
Counsel or a Deputy or Associate Gen¬ 
eral Counsel. The hearing officer shall 
have complete charge of the hearing: 
may receive, admit, allow, exclude, and 
deny petitions, briefs, and evidence, in¬ 
cluding the hearing of testimony accord¬ 
ing to the rules of evidence governing 
civil proceedings in matters not involv¬ 
ing trial by Jury In the courts of the 
United States, provided, however, that 
such rules may be relaxed by the hearing 
officer in order to expedite the proceed¬ 
ings or promote the Just determination 
of the ultimate issue; may make rulings 
and note exceptions, but shall not have 
power to grant any motion to dismiss the 
proceedings or other motion that in¬ 
volves final determination of the ultimate 
Issue; may hear arguments: may adjourn 
the said hearing from time to time. If. 
in his Judgment, it is desirable to the 
orderly conduct of the said hearing or 
to promote the just determination of the 
ultimate issue; shall order the prepara¬ 
tion of a record, including a transcript 
of the testimony and evidence presented; 
and may do all such things and have all 
such powers as arc necessary or proper 
for the orderly conduct of the hearing 
or to promote the Just determination of 
the ultimate Issue, but shall not have 
power to finally determine the ultimate 
issue. The hearing officer shall deter¬ 
mine whether the filing of briefs after 
a hearing will be permitted, and if such 
filing is permitted, the hearing officer 
shall restrict the time for filing to a post¬ 
mark date not later than 30 days after 
the conclusion of the hearing, unless for 
good cause a longer period is allowed. 
The hearing officer shall not permit the 
filing of reply briefs. 

(g) Approval. If the Board approves 
the application, it will establish, as con¬ 
ditions to be met prior to the issuance 
of a charter, requirements as to (1) 
minimum number of subscribers to the 
association's capital; <2) minimum 
amount of capital to be paid into the as¬ 
sociation's savings accounts upon issu¬ 
ance of a charter to it; and <3) such 
other requirements as It deems necessary 
or desirable. Approval of an application 
for permission to organize a Federal as¬ 
sociation will not In any manner obligate 
the Board to issue a charter. 

<8cc. 5, 48 8tnt. 132. aa amended; 12 U8.C. 
1464. Rcorg Plan No. 3 of 1847. 12 F.R. 4061. 
3 CFR. 1047 Supp.) 

Resolved further that all interested 
persons are hereby given the opportu¬ 
nity to submit written data, views, or 
arguments on the following subjects and 
issues: < 1 > Whether said proposed 
amendment should be adopted as pro¬ 
posed; (2) whether said proposed 
amendment should be modified and 
adopted as modified; (3) whether said 
proposed amendment should be rejected. 
All such written data, views, or argu¬ 


ments must be received through the mail 
or otherwise at the Office of the Secre¬ 
tary. Federal Home Loan Bank Board. 
Federal Home Loan Bank Board Build¬ 
ing. 101 Indiana Avenue NW., Washing¬ 
ton. D.C. 20552. not later than April 5. 
1965, to be entitled to be considered, but 
any received later may be considered 
in the discretion of the Federal Home 
Loan Bank Board. 

By the Federal Home Loan Bank 
Board. 

I seal 1 Harry W. Caulsen, 

Secretary . 

(FJL Doc. 65-2324; Filed. Mar. 4. 1065: 
6:50 A.m.| 


112 CFR Parts 544, 545 1 

INo. 18,9441 

OPERATIONS; BONUS PLANS 

Determination Not To Adopt 
Proposed Amendment 

March 2, 1965. 

Whereas, by Resolution No. 14.668, 
dated June 2.1961, and duly published in 
the Federal Register on June 9.1961 (26 
Fit. 5180), this Board resolved, pursuant 
to Part 508 of the general regulations 
of t he F ederal Home Loan Bank Board 
<12 CFR Part 508), and I 542.1 of the 
rules and regulations for the Federal 
Savings and Loan System <12 CFR 
542.1), to propose that Parts 544 and 545 
of the rules and regulations for the Fed¬ 
eral Savings and Loan System (12 CFR 
Parts 544 and 545) be amended by 
amendments the substance of which 
amendments was set out in said publica¬ 
tion, and 

Whereas, careful consideration has 
been given to such proposed amendment; 

It is hereby resolved, that this Board 
determines not to adopt the amendment 
proposed by said Resolution No. 14.668. 

(Sec. 8. 48 Stat. 132, as amended; 12 US.C. 
1464 Rcorg. Plan No, 3 of 1047, 12 F.R. 4981. 
3 CFR. 1947 Supp.) 

By the Federal Home Loan Bank 
Board. 

T&eal] Harry W. Caulsen. 

Secretary . 

IFJL Doc. 65-2323; Filed. Mar. 4, 1965; 

8:49 ojn.J 


[12 CFR Part 545 1 

(No. 18.945] 

OPERATIONS; DISTRIBUTION OF 
EARNINGS 

Determination Not To Adopt 
Proposed Amendment 

March 2. 1965. 

Whereas, by Resolution No. 17,358, 
dated August 22.1963. and duly published 
In the Federal Register on August 30, 
1263 (28 F.R. 9537), this Board resolved. 


pursuant to Part 508 of the general ret. 
ulations of the Federal Home Loan Bank 
Board (12 CFR Part 508). and | 5421 cf 
the rules and regulations for the Federal 
Savings and Loan System <12 CFR 
542.1), to propose that Part 545 of the 
rules and regulations for the Federal 
Savings and Lean 8ystem (12 CFR Part 
545) be amended by the addition of a net 
section. 4 545.3-1, entitled Distribution 
of earnings at variable rate," the *ub- 
stance of which amendment was set out 
In said publication, and 

Whereas, careful consideration has 
been given to such proposed amendment; 

It is hereby resolved, that this Board 
determines not to adopt the mnendment 
proposed by said Resolution No. 17,351 

(See. 5, 48 8tat. 132. aa amend<d; 12 US.C 
1464. Rcorg. Plan No. 3 of 1847. 12 PR. 4061. 
3 CFR, 1947 Supp.) 

By the Federal Home Loan Bank 
Board. 

[seal] Harry W. Cauls**, 

Secreterjf. 

I PR. Doc. 65-2320; Filed, Mat. 4. 19*; 

8:49 am.] 


[12 CFR Pari 563 1 

(No. FSLIC-2.O0J] 

OPERATIONS; ADVERTISING OF RAT! 
OF RETURN ON WITHDRAWABLE 
ACCOUNTS 


Determination Not To Adopt 
Proposed Amendment 

Makch 2.1945. 

Whereas, by Resolution No. FSUC- 
339. dated April 18, 1960. and duly pub¬ 
lished in the Federal Register on April 
22. 1960 (25 F.R. 3530). this Board*- 
solved, pursuant to Part 508 of the pea* 
sral regulations of the Federal Ban* 
Loan Bank Board < 12 CFR Part 508) wo 
I 567.1 of the rules and regulation «[ 
Insurance of Accounts (12 CFR 667J. 
to propose that Part 563 of the rules ana 
regulations for Insurance of Account 
(12 CFR Part 563) be amended IT 
addition of a new section, 4 56327-1, en- 
titled "Advertising Rate of Return on 
Withdrawable Accounts’*, the 
5 f which amendment was set out to *** 
publication, and . 

Whereas, careful consideration nw 

been given to such proposed amcnemr • 
It is hereby resolved, that th^°V 
hereby determines not to 
amendment proposed by said Reso. 

No. FSLIC-839. 

(See*. 402. 403, 48 SUt. 1356. I26J. 
sd; 12 08 C 1725, 1726. 

>f 1947, 12 F.R. 4081. 3 CFR, )<*7 W 

By the Federal Home ** 
Board. 

(seal! 

[FJt. Doc. 65-2322; Filed. Uor. A 

8:49 ajn-) 


w c '£Za 











Notices 


DEPARTMENT OF STATE 

Agency for International Development 

PRINCIPAL DIPLOMATIC OFFICERS IN 
CONGO (BRAZZAVILLE) AND 
IVORY COAST 

lDelegation of Authority 21-CJ 

tension of Delegation of Authority 
With Respect to Administration of 
A.I.D. Program 


A summary of the Information re¬ 
ceived is as follows: Trade discounts 
granted on shipments to world markets 
arc substantially less than the same 
category discounts granted on sales for 
exportation to the United States. 

The information was received from 
sources within the Customs Service. 

This notice is published pursuant to 
I 14.6(d) <l)(i> of the Customs Regula¬ 
tions (19 CFR 14.6(d) (1) (i)). 

f seal 1 Lester D. Johnson. 

Acting Commissioner of Customs. 


Pursuant to the authority delegated 
to me by Delegation of Authority No. 104 
from the Secretary of State, dated No¬ 
vember 3. 1961 as amended: and in 
further implementation of the opera¬ 
tional plans of the Regional USAID for 
Africa; there is hereby rescinded: 

Delegation of Authority No. 21 Insofar 
as it applies to the principal diplomatic 
officer accredited in Congo (Brazzaville), 
dated November 20. 1962 from the Ad¬ 
ministrator of A ID. (27 F.R. 11821) ef¬ 
fective immediately. 

Delegation of Authority No. 30 insofar 
w it applies to the principal diplomatic 
officer accredited in the Ivory Coast, 
dated September 13. 1963 from the Ad¬ 
ministrator of A ID. (28 Fit. 11512) ef¬ 
fective March 1.1965. 

Dated: February 18. 1965. 

Williams. Gaud, 
Deputy Administrator. 

IMt Doc. 65-2293: Filed. Mar. 4. 1965; 
8:46 ajn.| 

department of the treasury 

Bureau of Customs 

(AAM33~b| 

OFFICE MACHINE SPOOLS FROM 
WEST GERMANY 
Antidumping Proceeding Notice 
March l, 1965. 

FWmmrjr 15. 1965. the Commls- 
Customs received Information 
!?i m P ureuan t to the provi- 
1 , 4 ® ta) ot Custom* Regu- 
ft , 11 shipments of office ma- 
msnl from West Gcr- 

BemA,rt m m Ufttctured by R^sentrop * 
In* or h Wuppertal. Germany, arc be- 
ttUue V? *° ,d at less than fair 

dumoin! U l in , mean *ng of the Antl- 

to be^ Uy ; merchandise Is considered 
‘he nef r „ K l l°*5 Xh&n falr value when 
Won to thn°tT’ l™ iory pricc tor ex P<>rta- 

U b X** 8tAt * s 15 less 

ln thp t0 Purchasers 

Is made et * afler due 

ence® \' n h W appropriate, for differ- 

rt * a «aof^j® nUty and 0thCr circum * 

No. 43—Pt |, m 


{7.H. Doc. 65-2298; Filed. Mar. 4. 1965; 
8:46 a m.) 


Office of the Secretary 

[Treastiry Dept. Order No. 167-65] 

COAST GUARD BOARD OF 
CONTRACT APPEALS 

Delegation of Functions 

The regulations which created the 
newly constituted Coast Guard Board of 
Contract Appeals and which were pub¬ 
lished in the Federal Register on De¬ 
cember 24. 1964 <29 F.R. 18368) vest in 
that Board (hereinafter referred to as 
the “New Board”) the authority to take 
final action in contract dispute appeal 
cases which it considers. 

Before the establishment of the New 
Board. Coast Guard Boards of Contract 
Appeals (hereinafter referred to as the 
“Old Boardcs)") operated under regu¬ 
lations which provided that the Secretary 
of the Treasury, or his designated repre¬ 
sentative. would review and accept, re¬ 
ject or modify and thus take Anal action 
on the recommendations and Andings of 
the Old Boards in contract appeals dis¬ 
putes. 

It has now been determined that the 
New Board shall assume the full func¬ 
tions of the Secretary of the Treasury 
to review, accept, reject or modify and 
thus take Anal action on the recommen¬ 
dations and Andings of the Old Boards 
in any case in which the recommenda¬ 
tions and Andings of an Old Board have 
not as yet been reviewed, accepted, re¬ 
jected or modlAed by the Secretary or 
his delegate. 

Pursuant to the authority of 40 U.S.C. 
486(c). and by virtue of the authority 
delegated to me by Treasury Department 
Order No. 190 (Revision 2) the Coast 
Ouard Board of Contract Appeals (the 
New Board) is hereby authorized to take 
Anal action in all Coast Ouard contract 
appeals now pending regardless of the 
date on which any such appeal was Aled. 

Dated: February 26.1965. 

(sealI James A. Reed, 

Assistant Secretary of the Treasury. 

|F.H Doc. 65-2302; Filed. Mar. 4. 1065; 

8:46 am.] 


DEPARTMENT OF THE INTERIOR 

Fish and Wildlife Service 

(Docket No. 8ub-0-3J 

WAASY T. AND CARMEL F. FRANKS 
Notice of Hearing 

Waasy T. Franks and Carmel F. 
Pranks. Port Myers. Fla., have applied 
for a Ashing vessel construction differ¬ 
ential subsidy to aid in the construction 
of an 85-foot overall steel vessel to en¬ 
gage In the fishery for shrimp, including 
royal red shrimp, snappers, groupers, 
and Atlantic tuna. 

Notice Is hereby given pursuant to the 
provisions of the United States Fishing 
Fleet Improvement Act (P.L. 88-498) 
and Notice and Hearing on Subsidies <50 
CFR Part 257) that a hearing In the 
above-entitled proceedings will be held 
on April 6. 1965. at 10:00 ajn., cs.t. In 
Room 3356. Interior Building. 18th and 
C Streets NW„ Washington, D.C. Any 
person desiring to intervene must Ale a 
petition of intervention with the Direc¬ 
tor. Bureau of Commercial Fisheries, as 
prescribed in 50 CFR Part 257 at least 
10 days prior to the date set for the hear¬ 
ing. If such petition of intervention is 
granted, the place of the hearing may be 
changed to a Acid location. Telegraphic 
notice will be given to the parties in the 
event of such a change along with the 
new location. 

Harold E. Crowther, 

Acting Director . 

Bureau of Commercial Fisheries. 

March 2,1965. 

IFH. Doc. 65-2279; Filed. Mar. 4, 1965; 

8:45 a.m.] 


Office of the Secretary 

(Order 2886) 

TRANSFER OF FUNCTIONS RELATING 
TO MINERALS EXPLORATIONS TO 
THE GEOLOGICAL SURVEY 

Section 1. Reassignment of functions. 
The functions assigned by the Secretary 
of the Interior to the Director, Office of 
Minerals Exploration, are reassigned to 
the Director, Geological Survey, effective 
upon publication of this notice in the 
Federal Register. These functions in¬ 
clude the functions of the Secretary of 
the Interior under the Act of August 21, 
1958 (30 UJ3.C. 641-646) and the func¬ 
tions of the Secretary under the De¬ 
fense Production Act of 1950 relating to 
domestic exploration for metals and 
minerals. 

Sec. 2. Re assignment of personnel, rec¬ 
ords. funds, and property. The Office of 
Minerals Exploration is abolished, and 
the personnel, records, funds, and prop¬ 
erty assigned to the Office of Minerals 
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Exploration arc transferred to the Geo¬ 
logical Survey, effective upon publication 
of this notice in the Federal Register. 

Sec. 3. Delegation of authority . (a> 

Except as provided in paragraph (b) of 
this section, and in 200 DM 2.1, the Di¬ 
rector, Geological Survey, is authorized 
to exercise the authority of the Secretary 
of the Interior under the act of August 
21. 1958 (30 UJS.C. 641-643), pursuant 
to regulations Issued pursuant to the act 
of August 21.1958. 

<b) Paragraph (a) of this section docs 
not authorize the Director to make re¬ 
ports and recommendations to Congress, 
as provided in section 5 of the act of 
August 21,1958. 

(c) Except as provided In 200 DM 2.1, 
in paragraph <d) of this section, and in 
redelegations, which the Secretary may 
make or has continued, to agencies out¬ 
side of the Department of the. Interior, 
all functions and powers which are or 
may be vested in the Secretary of the 
Interior by delegations or redelegations 
issued pursuant to the Defense Produc¬ 
tion Act of 1950, as amended, or issued 
pursuant to any other law by virtue of 
authority delegated to him under the 
Defense Production Act of 1950. as 
amended, may be performed and exer¬ 
cised, Insofar as these functions and 
powers relate to domestic exploration for 
metals and minerals, by the Director. 

(d) The delegation made in paragraph 
(c) of this section is subject to the fol¬ 
lowing limitations: 

<1> The Director is not authorized to 
redelegate any power or function to any 
person other than an officer or employee 
of the Geological Survey. 

(2) Existing arrangements for De¬ 
partment representation on interagency 
and interdepartmental committees and 
boards dealing with defense functions 
arc hereby confirmed, but the function 
of specifying the arrangements for such 
representation as may be necessary is 
reserved to the Secretary. 

(3) The function of establishing poli¬ 
cies pertaining to defense matters in¬ 
volving two or more defense areas Is 
reserved to the Secretary. 

(e) The Director may redelegate the 
authority granted in this section. 

Sec. 4. Authority. This order is made 
under the authority of Reorganization 
Plan No. 3 of 1950 (5 U.S.C. 481. note), 

Stewart L. Udall, 
Secretary of the Interior. 

February 26.1965. 

|FJL Doc. 65-2295; Filed. Mar. 4. 1065; 

8:46 am.) 


DEPARTMENT OF AGRICULTURE 

OfRco of the Secretary 
MASSACHUSETTS 

Designation of Areas for Emergency 
Loans 

For the purpose of making emergency 
loans pursuant to section 321 of the Con¬ 


solidated Farmers Home Administration 
Act of 1961 (7 U-S.C. 1961). It has been 
determined that in the hereinafter- 
named counties in the State of Massa¬ 
chusetts a natural disaster has caused 
a need for agricultural credit not readily 
available from commercial banks, co¬ 
operative lending agencies, or other re¬ 
sponsible sources. 

Mabsack vArrrs 


Barnstable. 

Berkshire. 

Bristol. 

Du Rea. 
Esocx. 
Franklin. 
Hampden. 


Hampshire. 

Middlesex. 

Nantucket. 

Norfolk. 

Plymouth. 

Worcester. 


Pursuant to the authority set forth 
above, emergency loans will not be made 
in the above-named counties after De¬ 
cember 31, 1965, except to applicants 
who previously received emergency or 
special livestock loan assistance and who 
can qualify under established policies 
and procedures. 


Done at Washington, D.C., this 1st day 
of March 1965. 


Orville L. Freeman, 
Secretary. 

)FJt. Doc. 65-2282; Filed. Mar. 4. 1905; 
8:45 am.) 

DEPARTMENT OF HEALTH, EDU¬ 
CATION. AND WELFARE 

Food and Drug Administration 

DOW CHEMICAL CO. 

Notice of Filing of Petition for Food 
Additives Paper and Paperboard 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a petition 
(FAP 5B1683) has been filed by The Dow 
Chemical Co., Midland, Mich., 48641, pro¬ 


posing an amendment to f 121.2571 Paper 
and paperboard in contact with dry food 
to provide for the safe use of 2-hydroxy- 
ethyl acrylate as a monomer la pdy- 
mers used as a component of paper sad 
paperboard intended for use in comag 
with dry food. 

Dated: February 26.1965. 

Malcolm R. STtriLxxs. 

Assistant Commissioner 
for Regulations, 

IPJR. Doc. 65-2305: Filed. Mar. 4, 1W3; 

8:47 am.) 


SHELL CHEMICAL CO. 

Notice of Filing of Petition for Food 
Additive l,2-Epoxy-3-PHonoxypro- 
pane 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act <*c. 
409(b)(5), 72 Slat. 1786: 21 U.S.C. 344 
(b)(5)), notice is given that a petition 
(FAP 5B1624) has been filed by Shell 
Chemical Co.. 110 West 51st Street, Ne* 
York, N.Y., 10020, proposing an amend¬ 
ment to i 121.2585(b) of the food addi¬ 
tive regulations by Inserting Glphabed- 
cally therein the new item ** 1.2 -Epoxy-3* 
phenoxypropanc." 

Dated: February 26, 1965. 

Malcolm R. Stenceks, 
Assistant Commissioner 
for Regulations. 

I PH. Doc. 65-2306; Filed. Mat. 4, 1#* 
8:47 am.) 


NEW DRUGS 

Notice of Approval of ApplicatfoRi 

As provided in f 130.33 of the ncir-dn# 
regulations (21 CFR 130,33). noticeJJ 
given of the following new drugs to 
which applications, or supplemental ap¬ 
plications for substantive labcltof 
changes, have been approved on the Civs 
specified: 


Divot rox Hum iK Use 


Active Ingredient* 
(at <kclored on label) 


Demecarlum Iwinkle, 
•25% or 0.135%. 


Oxyphcnbatunnc, 100 
me I*r tablel. 


Tbkridadne hydro- 
chlcrWr, 10 mt„ 23 
irif , M> mr, 100 mr , 
arid .on mg per tablet 
and 30 mg. per cc. of 
ooocrr.triuc. 

Nortriptyline hydro* 
chkrUfc (equivalent 
to bun), 10 tug. and 
7S mr. prr cap«ule. 

Nortriptyline hyilm- 
chfc’rktr (equivalent 
to bow), 10 mg. 


Trade name or 
other designated 
name and dosage 
form 


Principal Indica¬ 
tion or pharma¬ 
cological category 


Utimoraol (oph¬ 
thalmic SOlQ- 

tfcm). 

Tandearfl 

(tablet). 


Mellaril (tat** 
and concen¬ 
trate). 


HCI 


Pul rule* 

Avcntyi 1 
(capeule) 

Liquid Awcityl 
II a (liquid). 


per cc. 

See footnote at cad Of table. 


Cholinesterase 

Inhibitor. 


AntLlnOamma* 


Psychothera¬ 
peutic agent. 


Auudcpreasanl. 


Applicant 


IHU approved 


Merck Sharp A 
IlnhtiMi Her arch 
LabenU/Tfic-i, 
West Point, Pa. 

Gelgy Pharmaceuti¬ 
cal?, Division of 
Getgy Chemical 
Corn,, ArdsJoy, 

N. Y. 

Bandog PhnrmacrtJ- 
tlrals, Hanover, 
NJ. 


Eli Tilly and Co,, 
740 S. Alabama 
M , Indianapolis, 
ind. 

.... .do...... . . 


mi . 

Oct. 14 (ttippW- 
menial opphf* 
tIon, lasting 

mimes) * 

Nov. 4 <aupr£ 
mental 
lion, lobe but 

cho«gv\ 

Nov. 4 

mental atWJjkf 
Uorui G). label- 
tog cbang^l- 


No v. 4-- 
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Dacca rot Hen** ITfit — Continued 


A dm inerodVnti 
fcckrr-U'iiijUMl) 

Trad* mum or 
other (ksicvuuxj 

name find do**** 
form 

Principal Indica¬ 
tion or phannfi- 
oological cat* gory 

Applicant 

Data approved 

How 
dis¬ 
pensed 1 

Dnimtnir* U> 4ro- 
34 of. 

IWvpUnt (*terlb, 
iirocefiaad 
imviofi boo*). 

Norpramin 

(Ubtot). 

Akrtnol (topical 
cream). 

lleutdrol Cater- 
Ur Kituilon). 

Orthopedic 

uxtxrj' 

Anti.Vtera.-ant . 

Tinea versicolor. 

Hormonal anti¬ 
inflammatory 
and antial¬ 
lergic agent. 

£ K Smiltvb A 
bow, OrcrycM 
Itoad. N«w 
Itruiuwlcfc, NJ. 
Lakralda Laliortt- 

ms 

Nov. •.. 

Nov. 20.. 

K. 

K*. 

tor if a, Inc.. 1707 

B. North Aw,. 
MUwaukee, W b 

Schrrlng Oorp., 

Co Orange 
Btoomfit'ld, NJ. 

Ortaikin, Inc.. 376 
Mount Pleasant 
Aw., Weal 

Orange, N 

07002. 

Origy rhnrinooru- 
tlrub, iMvalon of 
Oeky Chemical 
Corn., Ardalry, 
N.V. 

Nov. 27. 

R„ 

liiteMcr i‘iiuluin4* 
kiylrwt<iiiokt«, 2 

tnr t*r itnun. 

rtutteUajm* 21 
ptoftpfciu u oouch 
• fid diarthim 

4 Bf. par cc. 

Pec. 4. 


Dwiwvnlxv' hydro- 
•UwJdf, 25 oaf. 

Pcrtofranr 

(cfipauk). 

AntldepreuanL 

Dec, IQ_ 

R„ 




Paco# rot Vbtouxaby Ccs 


TyVxln taring, Oil 
®«-p«ccr. 


TyV*k, Mm§ per oc. 


TJk*ta. y<0 tog. iwe 

n. 

JWrmritn H «uliiUa, 
«WJ units; vtrfiak- 
njretn, io mr (tier 
tram restively). 
Fwaabliittut, ]0O iu, 
do» ce to nif. 
parte. 


Tyiin ftnjeo* 
turn) 


Tylan SO (Injec¬ 
tion). 


Tylodn# (In- 

vlrrny\ln (o!nt- 
■ meat). 


Furman# Vet¬ 
erinary (oral 


i ms, 

s\ j S* ullrv* 

WWIinrtb*rfnr, oj 
lOLRWtaWrc. IS 

Og&u.. 

k»Ute,» oif. pit cc. 


Entefur (bolua) 


Albon itoblet 
and injeo- 
tlnn), 

IVno-Medrol 

(Injection). 


Antibiotic 

.....do.™. 


_do_.. 

_do-.. 


Antimicrobial.. 


DUrrhe* In 
oalvea 


Antimicrobial 


AnU-lnfUmma- 
tury ftcrold 


Klnnco Product* 
Ct., Port Ofllcu 
Hoi 1750. Indi- 
anapoUf, Ind. 

Corral, Inc, 1124 
Harney 6t., 
Omaha, Ntbr. 


Nor den Labor*- 
tori*#, Inc.. 
Lincoln. Nabr. 

F.ototj Labora- 
torW, IJ4 y. of 
Norwich Ptiar- 
maral Co., 17 
Eaton Ava. f Nor¬ 
wich, N.Y. 

_do...-- 


TTofhnan LaRoch#. 
Inc.NuiVy.N.J. 

Tba Upjohn Co., 
Bakina too. 

Mich. 


July 21 (tuppk- 
manlai amlfe* 
lion, labeling 
chance). 

Oct. W (suppla- 
mental Applica¬ 
tion, 

chang#). 

_.do"..,..^ w 


Oct. 13.. 


Oct. (supple- 
mental applica¬ 
tion, labeling 
change). 

Dec. 4 (supple* 
mental applica¬ 
tion, labaunt 
chance). 

Doc. 14._ 

Doe. 24 (fttppk- 
mental applica¬ 
tion, la be line 
chaage). 


OOT. 

OTC, 

oto. 

OTO. 

OTC. 

OTC, 

R«. 

n.. 


^T*. .ht«tlMloo “R," iDnuu mtrlrt.4 by Iaw to [rwcrlptkin only; tb. *btirevuik>n “OTC" appiln to drup 
“Ot bf lit w »| rrqulrrd to b* aotd on (mwalptkm. 


COIIRBCTIOH 

*****°Tapproval of a new-drag ap- 
inftl£ n f ? r a vet *rinanr drug contain- 
»cld was published In the 
P t} , A ^., £ctSTt * of January 29.1964 (29 
• n *?!• was listed Incorrectly as 
and Is changed to "OTC”; the trade 
•ndttJ? nfeU " h changed to "Shurjets"; 
to -rh. •he applicant Is changed 

Tne Shurjets Company." 

OaUd: February 26. 1965. 

rrm „, , Geo. P. Lmiiick, 
'-ommltsloner of Food and Drags. 

(**■ Doc. SS-J307- 


Piled. 
8:47 ajn,| 


Miir. 4. 1065; 


transparent paper ltd. 

0,,te °L F i! infl of p c«»ion for Food 
AddiHva Cellophane 

crsil r&i?* p ( ovi8lona of the Fed- 
(OS.b)^- Cosmetic Act (sec. 

<b) ‘S>> AoiL S ^ 17M; 21 U- 80 - 348 

'PAP 4B13781 h U *| ven Th* 1 a Petition 
Parent ^^ed by Trans- 

Bridge HaU Mm« 


Mills, 
England. 


of to 5 121 2507 

a«ditive regulations to pro¬ 


vide for the safe use of polyethylene- 
aminos tearamlde ethyl sulfate as an op¬ 
tional component of food-packaging cel¬ 
lophane at a level not to exceed 0.1 per¬ 
cent by weight of the finished cellophane. 

Dated: February 26, 1965. 

Malcolm R. Stephens, 
Assistant Commissioner 
lor Regulations. 

(F.R. Doc. 65-2308; Piled. Mar. 4. 1965; 

8:48 am.] 

ATOMIC ENERGY COMMISSION 

(Docket No. 50-l44| 

CAROLINAS VIRGINIA NUCLEAR 
POWER ASSOCIATES, INC. 

Notice of Proposed Issuance of 
Operating License 

Notice Is hereby given pursuant to sec¬ 
tion 189 of the Atomic Energy Act of 
1954, as amended, and f 50.58 of 10 CFR 
Part 50. that unless within thirty days 
after publication of this notice In the 
Federal Register a request for a hearing 
is filed with the U.S. Atomic Energy 
Commission (“the Commission") by a 


person whose Interest may be affected by 
this proceeding in accordance with the 
Commission's rules of practice. 10 CFR 
Part 2, the Commission proposes to Issue 
an operating license, substantially as set 
forth below, to Carolinas Virginia Nu¬ 
clear Power Associates, Inc. < “CVNPA"). 
authorizing operation of its nuclear 
reactor located at Parr. S.C. The pro¬ 
posed license would U) convert CVNPA *s 
existing provisional operating license to 
a full term operating license and (2) 
Incorporate changes In the Technical 
Specifications which are being author¬ 
ized in accordance with CVNPA's license 
application Amendment Nos. 18 and 20. 
dated July 1. 1964, and October 28. 1964, 
respectively. 

Construction of the reactor was au¬ 
thorized by Construction Permit No. 
CPPR-7 issued on May 4. 1960. CVNPA 
has operated the reactor under Provi¬ 
sional Operating License No. DPRr4 is¬ 
sued on November 27. 1962. 

The Commission has found that: 

(1) The application complies with the 
requirements of the Atomic Energy Act 
of 1954, as amended, and the Commis¬ 
sion's regul ations set forth in Title 10, 
Ch. I, CFR; 

(2) There Is reasonable assurance that 
(i) the activities authorized by this 
license can be conducted at the desig¬ 
nated location without endangering the 
health and safety of the public, and (11) 
such activities will be conducted In com¬ 
pliance with the rules and regulations 
of the Commission* 

(3) CVNPA is technically and finan¬ 
cially qualified to engage in the proposed 
activities in accordance with the Com¬ 
mission's regulations and to assume 
financial responsibility for payment of 
Commission charges for special nuclear 
material; 

(4) The Issuance of this license will 
not be Inimical to the common defense 
and security or to the health and safety 
of the public. 

For further details with respect to this 
proposed license, see (1) the license ap¬ 
plication amendments dated July 1.1964. 
July 9. 1964. and October 28. 1964; (2) 
the report of the Advisory Committee on 
Reactor Safeguards dated November 18, 
1964; (3) a related hazards analysis pre¬ 
pared by the Research and Power Reac¬ 
tor Safety Branch of the Division of 
Reactor Licensing; and (4) the Tech¬ 
nical Specifications and the special nu¬ 
clear material transfer schedule which 
are Incorporated in the license and des¬ 
ignated as Appendices A and B thereto, 
respectively, all of which will be avail¬ 
able for public inspection at the Com¬ 
mission’s Public Document Room, 1717 
H Street NW.. Washington, D.C. Copies 
of items (2) and (3) above may be 
obtained at the Commission’s Public 
Document Room, or upon request ad¬ 
dressed to the Atomic Energy Commis¬ 
sion, Washington. D.C., 20545, Attention, 
Director, Division of Reactor Licensing. 

Dated at Bethesda. Md.. this 2d day 
of March 1965. 

For the Atomic Energy Commission. 


E. O. Case, 
Acting Director , 
Division of Reactor Licensing . 
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NOTICES 


(License No. DPR-8J 

1. This license applies to the facility, con- 
alating of a pressurized heavy water cooled 
and moderated nuclear reactor (hereinafter 
referred to as "the reactor") and associated 
components and equipment, which ts owned 
by Carolina* Virginia Nuclear Power Asso¬ 
ciates. Inc. (hereinafter referred to as 
"CVNPA"), located at Parr. S.C., and de¬ 
scribed in CVNPA's license application dated 
July 9. 1959 and license oppltcatlon Amend¬ 
ment Noft. 1. 2. 3. 4. 5. 6. 7, 8. 9. 10. 11. 12. 
13. 14. 15. 10. 17. 18. 19. 20. and 21. dated 
July 17. 1050. August 5. 1959. August 24. 1959. 
October 23. 1959. December 10. 1959. Decem¬ 
ber 30. 1959. July 7, 1901. January 24. 1902. 
February 8, 1902. February 19. 1962. April 24. 
1902, June 8. 1902, June 27. 1962. August 3. 
1902. August 16, 1902. August 17. 1902, June 
15. 1904, July 1. 1964. September 28. 1904. 
October 28. 1904. and November 20. 1904. 
respectively (hereinafter referred to as "the 
application"). 

2. Subject to the conditions and require¬ 
ments Incorporated herein, the Atomic 
Energy Commission (hereinafter referred to 
as "the Commission") hereby licenses 
CVNPA: 

A. Pursuant to section 104b. or the Atomic 
Energy Act of 1954, as amended (hereinafter 
referred to as "the Act"), and Title 10. CFR, 
Cta. I. Part 50. "Licensing of Production and 
Utilization Facilities." to possess, use and 
operate the reactor as a utilization facility; 

B. Pursuant to the Act and Title 10. CFR. 
Ch. I. Part 70. "Special Nuclear Material", 
to receive, possets and use at any one time 
146.6 kilograms of contained Uranium-235 
as fuel for operation of the reactor; 

C. Pursuant to the Act and Title 10. CFR. 
Ch. I. port 70. to receive, possess and use 16 
grams of plutonium encapsulated as a plu- 
tonlum-berylUum neutron source for startup 
of the reactor; 

D. Pursuant to the Act and Title 10, CFR. 
Ch, I. Part 30. "Licensing of Byproduct Ma¬ 
terial*, to possess, but not to separate, such 
byproduct material as may be produced by 
operation of the reactor. 

3. This license shall he deemed to contain 
and be subject to the conditions specified In 
150.54 of Part 50. f 70.32 of Part 70. and 
f 30.32 of Port 30 of the Commission's regu¬ 
lations. and Is subject to all applicable pro¬ 
visions of the Act and the rules, regulations 
and orders of the Commission now or here¬ 
after In effect; and is subject to the addi¬ 
tional conditions specified below: 

A. Maximum power level. CVNPA shall 
not operate the reactor at steady state power 
levels in excess of 44.3 megawatts thermal. 

B. Technical epecijtcatlons. The Techni¬ 
cal Specifications contained in Appendix A 
to this license (hereinafter referred to as the 
"Technical Specifications") are hereby in¬ 
corporated In this license. CVNPA shall op¬ 
erate the facility in accordance with the 
Technical Specifications. No changes shall 
be made in the Technical Specifications un¬ 
less authorized by the Commission as pro¬ 
vided in 10 CFR 50.50, or os otherwise 
permitted by the Act and the Commission's 
rules and regulations. 

C. Records. In addition to those otherwise 
required under this license and applicable 
regulations. CVNPA shall keep the following 
records: 

(1) Reactor operating records. Including 
power levels and periods of operation at each 
power level. 

(2) Records showing the radioactivity re¬ 
leased or discharged into the air or water 
beyond the effective control of CVNPA os 
measured at or prior to the point of such 
release or discharge. 

(3) Records of scrams, including reasons 
therefor. 

(4) Records of principal maintenance op¬ 
erations Involving substitution or replace¬ 
ment of facility equipment or components 
and the reasons therefor. 


(5) Records of radioactivity measurements 
at on-site and off-site monitoring stations. 

(6) Records of facility tests nod measure¬ 
ments performed pursuant to the require¬ 
ments of the Technical Specifications. 

D. Reportt. In addition to reports other¬ 
wise required under this license and appli¬ 
cable regulations: 

(1) CVNPA shall make an Immediate re¬ 
port in writing to the Commission of any 
Indication or occurrence of a possible un¬ 
safe condition relating to the operation of 
the facility, including, without Implied 
limitation, any possible unsafe condition 
arising out of: 

a. Any substantial variance disclosed by 
operation of the facility from the perform¬ 
ance specifications set forth in the Anal 
hazards summary report, and 

b. Any accidental release of radioactivity 
whether or not resulting in property dam¬ 
age or personal Injury or exposure above 
permissible limits 

(3) CVNPA shall report to the Commis¬ 
sion in writing significant changes in plant 
organization, and transient or accident anal¬ 
yses, as described In the final hazards sum¬ 
mary report. 

(3) CVNPA shall submit to the Commis¬ 
sion at least semi-annually, a written report 
of operating experience Including: 

a. A brief explanation of the cause of each 
unplanned shutdown of the reactor. 

b. The amount of radioactive material re¬ 
moved from the reactor by releases, dis¬ 
charges. and shipments of radioactive waste 
material. 

c. The levels of radioactivity measured on 
the site and at off-site monitoring stations. 

d. A description of changes, tests, and ex¬ 
periments performed pursuant to Paragraph 
5059 (a) of the Commission's rules and regu¬ 
lations. 

e. A description of the principal main¬ 
tenance performed on the faculty. 

f. A summary of reactor operation per¬ 
formed during the period, including an ex¬ 
planation of malfunctions of any equip¬ 
ment Important to safety and periodic test¬ 
ing performed as required in the Technical 
Specifications. 

Such reports shall be due within 60 days 
after the end of each reporting period. 

4, Pursuant to | 50.60. Title 10. CFR. Ch. I. 
Part 50. the Commission has allocated to 
CVNPA for use in the operation of the re¬ 
actor 124.8 kilograms of Uranium-235 con¬ 
tained in uranium at the Isotopic mttos spec¬ 
ified in the application. Estimated sched¬ 
ules of special nuclear material transfers to 
CVNPA and returns to the Commission are 
contained In Appendix B which ts hereby In¬ 
corporated In this license. Transfers by the 
Commission to CVNPA will be conditioned 
upon CVNPA’s return to the Commission of 
material substantially In accordance with 
said Appendix B. 

5. This license is effective as of the date 
of issuance and shall expire on November 27. 
1967 

Date of Issuance; 

For the Atomic Energy Commission. 

R.L Doan. 

Director, 

Division of Reactor Licensing. 

(FR Doc 65-2309; Filed. Mar. 4, 1965; 

8:48 axn.| 


(Docket No 50-170) 

ARMED FORCES RADIOBIOLOGY 
RESEARCH INSTITUTE 

Notice of Issuance of Facility 
License Amendment 

Please take notice that the Atomic 
Energy Commission has issued, effective 


as of the date of issuance. Amendment 
No. 8. set forth below, to Facility License 
No. R-B4. The license authorizes the 
Armed Forces Radiobiology Research 
Institute (AFRRI) to operate It s DASA- 
TRIOA Mark F nuclear reactor located 
on the National Naval Medical Center 
site In Bethesda. Md. The amendment 
authorizes AFRRI to use for tart-up ol 
the reactor either the sealed Antimony- 
Beryllium neutron source previously au¬ 
thorized. or a twenty (20) curie Polonium 
210-Beryllium sealed neutron source, a* 
described In the licensee s application for 
license amendment dated February II 
1965. 

The Commission has found lhat: 

(1) The application for amendment 
complies with the requirements of the 
Atomic Energy Act of 1954, as amended 
and the Commission s regulations act 
forth In Title 10. Ch. 1. CFR; 

(2) The Issuance of the amendment 
will not be Inimical to the common de¬ 
fense and security or to the health and 
safety of the public; 

(3) Prior public notice of proposed is¬ 
suance of this amendment is not required 
since the amendment does not inroiw 
significant hazards considerations differ¬ 
ent from those previously evaluated 

Within fifteen (15) days from the dale 
of publication of this notice in the Fi> 
niuL Register, the licenser may flic a 
request for a hearing and any person 
whose Interest may be affected by this 
proceeding may file a petition for lea* 
to intervene. Requests for a heanw; and 
petitions to intervene shall be filed in ac¬ 
cordance with the provisions of the Com¬ 
mission's rules of practice. < 10 CFR Pari 
2). If a request for a hearing or a ptfi* 
tlon for leave to intervene is filed withm 
the time prescribed in this notice. U* 
Commission will issue a notice of beartnf 
or an appropriate order. 

For further details with respect to tU* 
amendment see (1) the licensee's ap£“* 
cation for license amendment dated m- 
ruary 12. 1965. and <2> the Haxartj 
Analysis prepared by the Test tjo** 
Reactor Safety Branch of the Division w 
Reactor Licensing, both of whteh 
available for public inspection at tr 
Commission's Public Document 
1717 H Street NW, Washington, D.c. a 
copy of item (2> above may be oduli* 
at the Commission's Public 
Room or upon request addressed w 
Atomic Energy Commission, 

D.C., 20545—Attention: Director, wn 
sion of Reactor Ucensin*:. 

Dated at Bethesda. Md this 26th & 
of February 1965. 

For the Atomic Energy Common 


Sam. Li*!**’ 

Chief. Test and Power 
Safety Branch. Division 
Reactor Licensino. 

(License R-84; Arndt 81 
cense No. R-84. as amended, 

*d Forces Radiobiology 
e. Is hereby amended In accew 
application amendment dated 
1965, in the following *•*!**“**. * rt- 
iragrnph 3.C. of License Ncv 
1 in IU entirety to read m fouw ^ 
Pursuant to the Act and **££1 
t Dnr» Licensing °f 
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iMkd polonium 210-Berylllum neutron 
mure* * and a sealed Antimony-Beryllium 
Button source either or which may be used 
tar reactor ntart-up; and to possess. but not 
to separate such byproduct material as may 
be produced by operation of the reactor. 

This amendment la effective u of the date 
«f Issuance 

Dste of issuance: February 2d. 1065. 

for the Atomic Energy Commission. 

Sam. Levine. 

Chief. Tc*t and Power Reactor Safety 
Branch, Division of Reactor Li- 

censing. 

IFB Doc. 65 2311: Filed. Mar. 4. 1065: 

8:48 Am.] 


CIVIL AERONAUTICS BOARD 


trol and interlocking relationships under 
section 408 and 409 of the Federal Avia¬ 
tion Act of 1958. as amended. Docket 
13744. 

Notice Is hereby given, pursuant to the 
statutory requirements of section 408(b), 
Uiat the undersigned intends to issue the 
attached order under delegated author¬ 
ity. Interested persons are hereby af¬ 
forded a period of fifteen days from date 
of service within which to file comments 
or request a hearing with respect to the 
action proposed In the order. 

Dated at Washington. DC.. March 1. 
1965. 

[sxalI J. W. Rosenthal. 

Chief, Routes and Agreements 
Division, Bureau of Economic 
Regulation. 


(Docket 15374| 

AEROVIAS SUD AMERICANA, INC. 

Notice of Prehearing Conference on 
Route Renewal 

Notice is hereby given that a pre- 
hearing conference in the above-entitled 
matter is assigned to be held on March 
14, 1965. at 10:00 am., ea.t. in Room 726, 
Universal Building, Connecticut and 
Florida Avenues NW.. Washington. D.C.. 
before Associate Chief Examiner Thomas 
h Wrenn 

la H* te<i at Washington. D.C., March 2, 

lew 

(seal I Francis W. Brown, 

Chief Examiner. 

,PR Doc 65 2329: Filed. Mar. 4i 1965. 
8:50 a.m.l 


(Docket 150901 

mohawk AIR LINES, INC. 

Notice of Hearing on Service to 
Poughkoepsie, N.Y. 

hereby Riven pursuant to the 
rMeral A vuu°n Act of 1958. as amend- 
* hearing in the above-entitled 
will commence on Tuesday. 

72°« ri n«i 1965 '.* t 10 ftm - c - 8t - hi Room 
6. Universe Building. 1825 Connecti- 
^Avenue Nw., Washington. D.C.. be- 
»ore the undersigned. 

lnvo)li!?* on ? at * on conc erning the issues 
teed ^ other detal1 * ln Nils pro¬ 
to thp' iate J csted Persons are referred 
«npd n„ Pr w ehcftr,ng conference report 
30 - 1964 ‘ ftnd ° ther 
this arc ,n docket of 

oMK^ ng t f n me in the Docket Sec- 
Of the Civil Aeronautics Board. 

j#* at Washington. D.C.. March 2, 

Barron Fredricks. 

lPt3 Hearing Examiner. 

' * W-2330; File*. Mar. 4 . 1905; 

8:50 am.| 


Oodee Approving Control a no Interlocking 
Relation SHtPB 

Issued under delegated authority: 

By joint application filed June 29. 1962, 
os amended. October 15. 1964. Air Express 
International Corp. (AEI). a domestic and 
international air freight forwarder, and 
thirteen of Its officers and director* request 
approval pursuant to sections 408 and 409 
of the Federal Aviation Act of 1958. as 
amended (the Act), of certain control and 
interlocking relationships with Air Express 
International Agency (France). Air Express 
International Enterprises, Ltd.. Air Express 
International (HK) Limited. Air Express In¬ 
ternational Om.bJI-. AEI Travel Service, 
Inc., and Air Express International (Bel¬ 
gium). 8 A. Also. AEI and certain of its of¬ 
ficers and directors request approval of cer¬ 
tain additional Interlocking relationship* be¬ 
tween AEI and Air Express International 
Agency. Inc. (AEI Agency).* In addition 
to the specific directorships and offices ln 
AEI and Its affiliated and subsidiary compa¬ 
nies, approval la sought for the Individual 
applicants to hold generally directorships and 
offices within the same system of affiliated 
and subsidiary companies of AEI. All of 
the interlocking relationships for which ap¬ 
proval is specifically requested are set forth 
ln the appendix hereto.* 

Air Express International Agency (France) 

(AEI-France). in which AEI holds an 88 
percent stock interest. Is engaged In the busi¬ 
ness of International air freight forwarding 
and consolidation. It is also an Interna¬ 
tional Air Transport Association (IATA) ap¬ 
proved cargo sales agent and customs broker. 
Air Express International Enterprises. Ltd. 
(Enterprises), in which AEI holds a 100 per¬ 
cent stock Interest. Is a non-operating Swiss 
company which holds the stock (100 percent) 
of Air Express International (HK) Limited 
(AEI-Hong Kong). The latter company Is 
engaged ln the business of international air 
freight forwarding and consolidation and is 
also an IATA approved cargo sales agent. 

Air Express International GmbH (AEI- 
Germany). which la also 100 percent con¬ 
trolled by AEI. is an IATA approved cargo 
sales agent and acts as a consolidator and 
break-bulk agent ln West Oexmany for AEI 
and AEI-Hong Kong. AEI Travel Service, 
Inc.. (AEI-Travel). which ia wholly owned 
by AEI. is engaged in the business of travel 
service and ticket broker for surface and air 
passenger travel. Air Express International 
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1 Control and certain Interlocking relation¬ 
ships involving these two companies previ¬ 
ously were approved by the Board by Order 
E-9067, dated Apr. I, 1955. Docket 6847. 

* By letter dated Dec. 18, 1964, AEI with¬ 
drew a motion requesting that certain In¬ 
formation ln the application be withheld 
from public disclosure. The motion will 
therefore be dismissed. 


(Belgium) 8-A. (AEI-Bclglum), 100 percent 
owned by AEI, U engaged In the business of 
international air freight forwarding and con¬ 
solidation with headquarters In Brussels. It 
is also an approved IATA cargo sales agent 
and a customs broker. 

AEI states that it and the subsidiary com¬ 
panies which are the subject of the applica¬ 
tion constitute In effect one system: that 
Instead of creating branch offices, such as 
AEI has elsewhere ln the world for particu¬ 
lar countries ln which the subsidiaries are 
engaged. It was found (except In the cose of 
AEI Travel) more expedient and advisable 
to operate through local companies; that the 
subsidiaries were set up in order to con¬ 
form better with local laws, business prac¬ 
tices and customs; that there are no outside 
Interests whatsoever Involved ln any of the 
companies; and that the Interests of the 
shipping public ln general will be best served 
by permitting AEI to conduct business ln the 
manner and through the companies dis¬ 
cussed herein. 

No objections to approval of the applica¬ 
tion or requests for a hearing have been filed. 

Notice of Intent to dispose of the applica¬ 
tion without a hearing has been published in 
the Fxdwial R*gist*». and a copy of such 
notice has been furnished by the Board to 
the Attorney General not Inter than the day 
following the date of such publication, both 
in accordance with the requirements of sec¬ 
tion 406(b) of the Act. 

Upon consideration of the application, it la 
concluded that AEI-France, AEI-Hong Kong. 
AEI-Gennany. and AEI-Belgium are persons 
engaged ln a phase of aeronautics within the 
meaning of section 408 of the Act by reason 
of their IATA cargo sales agency activities; 
that AEI Travel Is likewise a person engaged 
In a phase of aeronautics by reason of its air 
transportation tales activities; and that, 
therefore. AEI's control of these companies 
is subject to section 406 of the Act. As En¬ 
terprises Is a non-operating company which 
merely holds the stock of AEI-Hong Kong 
and os there is no indication that the inter¬ 
mediate company was established to avert 
any regulatory objective. Jurisdiction will not 
be assumed over AEI’s control of this com¬ 
pany.* Therefore, to the extent that the 
application requests approval of this rela¬ 
tionship. it will be dismissed. However, it 
has been further concluded that such rela¬ 
tionships do not affect the control of an air 
carrier directly engaged In the operation of 
aircraft In air transportation, do not result 
ln creating a monopoly, and do not restrain 
competition. Furthermore, no person dis¬ 
closing a substantial Interest in this proceed¬ 
ing is currently requesting a hearing and It 
is found that the public interest does not 
require a hearing. The control relationships 
presented by this application ore similar to 
others which the Board has approved and 
essentially do not present any new substan¬ 
tive Issues. It therefore appears that ap¬ 
proval of the control relationships would not 
be Inconsistent with the public Interest.* 

It is also concluded that interlocking re¬ 
lationships within the scope of section 409(a) 
of the Act will exist between AEI and the 
various companies discussed above by reason 
of the holding by AEI’s officers and directors 
of the positions described In the appendix. 
It is further concluded that the parties have 
made a showing In the form and manner pre¬ 
scribed that such Interlocking relationships. 


■Should the activities of Enterprises be 
expanded, new issues would be raised which 
could be resolved only upon the filing of a 
further application for prior approval by the 
Board 

♦It has been decided not to enforce the 
doctrine expressed ln Sherman Control and 
Interlocking Relationships. 15 CAB 876 
(1952), and to consider the application on 
its merits. 
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except as hereinafter noted, and any future 
relationships Involving the same individual* 
within the tame system of nflillated and sub¬ 
sidiary companies of A El will not adversely 
affect the public interest. For the reasons 
discussed above, that portion of the applica¬ 
tion which requests section 409 approval of 
tbs holding by Mr. Alvin B Beck of the posi¬ 
tions of president and director of Enterprises 
while holding the same positions with AEI 
will be dlrmlfscd. We are deferring for fur¬ 
ther consideration action on that portion of 
the application which requests approval of 
the holding by Clarence M. Bellnn, who also 
Is president. general manager and n director 
of Los Angeles Airways. Inc. (Airways) .• of the 
position of director of AEI Travel while serv¬ 
ing as a director or AEI. 

Pureuant to authority duly delegated by 
the Board In the Board's Regulations. 14 CFR 
335.13 and 3363 It is found that, subject to 
the foregoing, the instant oontrol relation¬ 
ships ehould be approved under section 408 
(b) of the Act. without a hearing, and that 
the interlocking relationships, except to the 
extent noted herein, should be approved un¬ 
der section 409. 

Accordingly, ff U ordered: 

1* That the control by AEI of AEI-France. 
AEI-Hong Kong. AEI-Oer many. AEI-Travel, 
and A El-Bel glum be and It hereby it ap¬ 
proved pursuant to section 408 of the Act; 

3. That subject to the provisions of Part 
251 of the Board’s economic regulations, as 
now In effect or as hereafter amended, the 
interlocking relationships, except as noted in 
paragraphs 4 and 5 hereof. Involving the 
officers and directors of AEI as set forth In 
the appendix hereto be and they hereby are 
approved; 

3. That the individual appllcanta. except 
Mr. Bellnn. be and they hereby are author¬ 
ized to hold. In addition to the above- 
described positions, such other positions with 
AEI and the affiliated and subsidiary com¬ 
panies named In the apprndix to which they 
may bo hereafter elected or appointed; 

4. That action on that portion of the ap¬ 
plication in Docket 13744 which requests 
approval of Mr. Bellnn's Interlocking rela¬ 
tionships Involving AEI-Travcl be and It 
hereby is deferred; 

5. That that portion of the application 
which requests approval of control and in¬ 
terlocking relationships Involving Enter¬ 
prises be and it hereby la dismissed; and 

fl. That, except to the extent granted, 
specifically dismissed, or deferred herein, the 
application and motion to withhold from 
public disclosure in Docket 13744 be and 
they hereby are dismissed. 

Perrons entitled to petition the Board for 
review of tbla Or der pursuant to the Board’s 
Regulations. 14 CFR 385.60. may Ale such 
petitions within five days after the date of 
service of this Order. 

This Order shall be effective and become 
the action of the Civil Aeronautics Board 
upon expiration of the above period unless 
within such period a petition for review 
thereof Is filed, or the Board gives notice 
that it will review this Order on Its own 
motion. 

By J. W. Rosenthal, 

Chief, Route s and Agreements Division, 
Bureau of Economic Regulation . 

far At.] Haxol d R. Sakdxxson. 

Secretary. 


• Mr. Bellnn's relationship with AEI while 
holding the same positions with Airways was 
approved by Order E-15350, dated June 9. 
1960. Docket 10062. 
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WTxsLOcmto asLATioxaam, docket 13744 



Air Kiprea* 
Inter¬ 
national 

Corp. 

Air Evpnss 
Inter¬ 
nal tonal 
Armey 
(Prance) 

Air Express 
Inter- 
national 
Enter* 
jrlws, Ud. 

Air Repress 
Inter¬ 
national 
(UK) 
Limited 

AEI Trawl 
Berrien 
Inc, 

CMn M. 

Chairman 

Director.... 


Director... 

Chairman 
of hoard 
and direc¬ 
tor. 

Mycr. 

of hoard 
and direc¬ 
tor. 



Alvin !!. Deck. 

WkkUfr 

President 
and direc¬ 
tor. 

Director ... 

Vkw chair¬ 
man of 
board and 
director. 

President 
and di¬ 
rector. 

..do.. 

Prevalent 
and direc¬ 
tor. 

I ) lfa/4 a# 

fit r* to. 

A Urn llusavll— 

-do. 




i 'urnck . . 

- do ..... 

. do . 

Morton Dcitcb. 

.do. 



biwstor.r. 

Henry M. 

.do. 



Mori. 

Clurmiv M. 
licllnn, 

Jot n K. Mul l- 

.do.- 




<fn 

Nice presi¬ 
de m 

.do. 




V Dvt r#*«L 

•bCl 

Flanky D. Ver 




v KT Jlr.u* 

dent. 

_do. 

Nooy«Jr. 
Arthur D. 

-—do_ 




do 

Ruwjr. 

Hot ert s. 

Secretary 



Director_ 

- -MU- • • 

fieerelnry 
and treaa* 

Jot urtotAC. 

and treas¬ 



Wendell R. 

urer. 

Viet presi¬ 




urer. 

Vice preaW 
deni. 

m ilo n . 

Stevens. 
Arthur M. 

dent. 

.do_ 




Mcpt c11400, 







» Relationship approved by Order K-3007, dated Apr. 1.1966. Docket 0M7. 
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FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket Nos. 15820—15828; FCC65M-245] 

KXYZ TELEVISION, INC. ET AL. 

Order Regarding Procedural Dates 

In re applications of KXYZ Television. 
Inc„ Houston. Tex.. Docket No. 15826, 
File No. BPCT-3220; Crest Broadcasting 
Co., Houston, Tex., Docket No. 15827, 
File No. BPCT-3302; Warner Bros. Pic¬ 
tures, Inc., Houston. Tex., Docket No. 
15828, File No. BPCT-3464; for construc¬ 
tion permit for new television broadcast 
station (Channel 29). 

A prehearing conference having been 
held on March 1, IE65. and it appearing 
from the record made therein that cer¬ 
tain agreements were reached and cer¬ 
tain rulings made which should be for¬ 
malized by order; 

It is ordered . This 1st day of March 
1965. that: 

(1) The direct case of Warner Bros. 
Pictures, Inc. on issues No. 5. 6. and 7 
shall be presented in the form of sworn, 
written exhibits, said exhibits to be ex¬ 
changed on or before March 11.1965; 

(2) The parties’ direct affirmative 
cases on issues No. 1. 2. 3, 4. 8. 9. and 10. 
shall be presented primarily In the form 
of sworn written exhibits, the said ex¬ 
hibits to be exchanged on or before April 
28, 1965, Provided, however. That the 
said direct cases may be supplemented 
by oral testimony; 


(3) A hearing session shall be con¬ 
vened on April 1. 1965 at 10:00 am. it 
the offices of the Commission at Wash¬ 
ington, D.C. for the purpose of offertof 
Into evidence the Warner Bros/ exhibits 
directed to issues No. 5, 6, and 7. and tor 
entertaining any objections thereto; and. 

(4) A hearing session shall be coo* 
vened on May 26. 1965 at 10:00 ant. to 
the offices of the Commission at Wash* 
lngton, D.C. for the purpose of offettf 
Into evidence the parties* exhibit* di¬ 
rected to issues No. 1, 2. 3. 4. 8, 9. and 10 
and for entertaining any objection* 
thereto. 

Released: March 2, 1965. 

Fedehal Commcxicattok* 
Commission. 

[seal] Ben F. Watul 

Secretary. 

\FH. Doc. 66-2316; Filed. Mar. 4. H* 
8:46am.) 


(Docket No. 15860; FCC 65M-337] 

AMERICAN TELEPHONE AND 
TELEGRAPH CO. 


Order Scheduling Hearing 
In the matter of American TelepM* 
and Telegraph Company charges. P 
tlces. classifications, and regulations 
and in connection with the 
of binary teletypewriter signals 
up to 150 bauds: Docket No. 158«a 
It is ordered. This 26th 
ruary 1865. that Arthur A. Olaa*— 
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Friday . March 5, 1965 

rfull serve as the presiding officer In the 
above-entitled proceeding; that the 
hearings therein shall commence at 
10:00 a.m. on March 31, 1965; and that 
a prehearing conference shall be con¬ 
vened at 9:00 a m. on March 15. 1965; 
And. it is further ordered , That all pro¬ 
ceedings shall be held In the Offices of 
the Commission, Washington, D.C. 

Released: February 26. 1965. 

Federal Communications 
Commission, 

(seal I Ben F. Waple. 

Secretary . 

[Fil Doc 65-2314; Filed, Mar. 4. 1965; 
8:48 nm.) 


(Docket Not. 15815, 15816; FOC 85M-244| 

FLATHEAD VALLEY BROADCASTERS 
(KOFI) AND GARDEN CITY BROAD¬ 
CASTING, INC. (KYSS) 


Order Continuing Hearing 

In re applications of Leslie L. Sterling 
and William H. Patterson, doing business 
as Flathead Valley Broadcasters (KOFI), 
Kalispell. Mont., Docket No. 15815. File 
No. BP-16369; Garden City Broadcast¬ 
ing Inc fKYSS), Missoula. Mont.. 
Docket No, 15816. File No. BP-16400; for 
construction permits. 

The Hearing Examiner having under 
consideration the change of date for 
commencement of hearing; 

It appearing, that a prehearing con¬ 
ference was held on this date at which 
time further proceedings were discussed 
*tth the result that a change in the date 
lor commencement of hearing was agreed 
upon: 


It it ordered, This 26th day of February 
1965, that the date for commencement of 
hearing is changed from March 31. 1965 
fc> April 28, 1965. 

Released: March 1, 1965. 


Federal Communications 
r Commission. 

(seal) Ben F. Waple. 

Secretary. 

[PR Doc. 65-2315; Filed. Mar. 4, 1965; 
8:48 am.) 


I Doc Jet No. 16746; FCC 66 M-243) 

midwest TELEVISION, INC. 
(WMBD-FM) 


Order (or New Hearing Dale 

re application of Midwest Tele 
^ toe. •WMBD-FM). Peoria. ] 

fw^n« ( NO } 5745 ' FUe No BPH-42 
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,p Dh a r ^ r to®. toat the above-captloi 
forlS” “^toally consolida 
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of^h^p to" tua Uy exclusive applicat 
hearts h U J °umal Star. Inc., and 
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F-xamp!lr Cr ap ^ earin «. that the Hear 
»n order onFrt!* moUon ' relea 
ln ? the w. P bmftry 10> 1965 - Po«tp 
S to* hearing to a later date tobe ft 


by further order, pending action by Re¬ 
view Board on a Joint Request of both 
applicants for approval for an agreement 
looking toward amendment of the Jour¬ 
nal Star application and its return to the 
processing line; and 

It further appearing, that the Review 
Board has approved the Joint Request 
and the Examiner has on this date Issued 
an order granting an amendatory peti¬ 
tion of the Journal Star and returning 
the amended application to the proces¬ 
sing line so that there is no impediment 
to proceeding to hearing on the remain¬ 
ing application of Midwest Television, 
Inc.; 

Accordingly, it is ordered . This 1st day 
of March 1965, on the Examiner’s own 
motion, that hearing on the application 
of Midwest Television, Inc., is resched¬ 
uled for March 4. 1965. at 10;00 am., in 
the offices of the Commission, Washing¬ 
ton. D.C. 

It is further ordered , That the prehear¬ 
ing conference originally scheduled for 
January 21, 1965. but postponed without 
date by an order of the Hearing Exam¬ 
iner released January 14. 1965, is can¬ 
celled since removal of the Journal Star 
application from hearing and the result¬ 
ant mooting of the comparative issues 
appear to obviate the need for a pre¬ 
hearing conference on the remaining ap¬ 
plication. 

Released: March 1,1965. 

Federal Communications 
Commission. 

[seal] Ben F. Waple. 

Secretary . 

|Fit. Doc 65-23X7; Filed. Mar. 4. 1965; 
8:48 am.) 


(Docket No. 15829; FCC 65 M-246) 

SOUTHWESTERN BELL TELEPHONE 
CO. 

Statement and Order After Prehearing 
Conference 

In the matter of the application of 
Southwestern Bell Telephone Co., Doc¬ 
ket No. 15829. File No. P-C-5706; for a 
certificate under section 221(a) of the 
Communications Act of 1934. as amend¬ 
ed. to acquire the telephone plant and 
properties of the DeSoto Mutual Tele¬ 
phone Co., located in and around the 
community of DeSoto. K&ns. 

At today's prehearing conference, 
among other things the following sched¬ 
ule was directed: 

Exchange of proposed exhibits; and 
list of witnesses to extent feasible—April 
19 1965. 

Hearing—May 3, 1965. (Rescheduled 
from March 22.1965.) 

So ordered , This 1st day of March 1965. 

Released: March2.1965. 

Federal Communications 
Commission, 

isEALl Ben F. Waple, 

Secretary . 

|F-R. Doc. 65-2318; Filed. Mar. 4. 1985; 
8:49 am.) 


(Docket Not. 15803—15806; FOC 65M-232J 

JOHN N. TRAXLER ET AL. 

Order Continuing Hearing 

In re applications of John N. Traxler 
and Alvera M. Traxler, Husband and 
Wife. Delray Beach. Fla., Docket No. 
15803. File No. BPH-3485; Sunshine 
Broadcasting Company, Delray Beach. 
Fla.. Docket No. 15804. FUe No. BPH- 
4174; WLOD, Inc., Pompano Beach. Fla., 
Docket No. 15805, File No. BPH-4253; 
BOCA Broadcasters, Inc. Pompano 
Beach, Fla.. Docket No. 15806, File No. 
BPH-4605; for construction permits. 

To formalize the agreements and rul¬ 
ings made on the record at a prehearing 
conference held on February 25. 1965 in 
the above-entitled matter concerning the 
future conduct of this proceeding: 

It is ordered. This 25th day of Feb¬ 
ruary 1965, that: 

Exchange of exhibits relative to the 
307(b) Issue and engineering consider¬ 
ations is scheduled for April 5, 1965; 

Final exchange, reply exhibit ex¬ 
change. and notification of witnesses 
with respect to 307(b) and engineering 
issues is scheduled for May 3. 1965; and 

Hearing presently scheduled for March 
29, 1965 is rescheduled for May 18. 1965. 

Released: February 26, 1965. 

Federal Communications 
Commission, 

(seal! Ben F. Waple. 

Secretary. 

(F.R. Doc. 65-2319; Filed. Mar. 4, 1965; 
8:49 am ] 


FEDERAL MARITIME COMMISSION 

CUNARD STEAM SHIP CO., LTD., AND 
ANCHOR LINE, LTD. 

Notice of Agreement Filed for 
Approval 

Notice is hereby given that the foUow- 
ing Agreements have been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
UJ3.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement(s) at the 
Washington office of the Federal Mari¬ 
time Commission, 1321 H Street NW . 
Room 301; or may Inspect agreements at 
the offices of the District Managers. New 
York. N.Y., New Orleans. La., and San 
Francisco, CaUf. Comments with refer¬ 
ence to an agreement including a request 
for hearing, if desired, may be submitted 
to the Secretary, Federal Maritime Com¬ 
mission, Washington. D.C.. 20573, within 
10 days after publication of this notice 
in the Federal Register. A copy of any 
such statement should also be forwarded 
to the party filing the agreement (as in¬ 
dicated hereinafter) and the comments 
ahould indicate that this has been done. 

Notice of agreement filed for approval 
by: 

Anchor Line Ltd. and Cunard Steam Ship 

Co. Ltd., 25 Broadway. New York, N.Y„ 

10004 

Agreement 9430, between Cunard 
Steam Ship Co.. Ltd. (Cunard Une) and 
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Anchor Line Ltd. (Anchor Line), covers 
an arrangement whereby Cunard Line 
shall perform the usual services as ship's 
agent (loading, unloading, vessel hus¬ 
banding. solicitation of cargo and ad¬ 
vertising. etc.) for vessels of Anchor Line 
at ports in England. France and at UA 
North Atlantic ports, and Anchor Line 
shall perform similar services for vessels 
of Cunard Line at ports in Scotland, 
under terms and conditions set forth in 
the agreement. Agreement 9430, upon 
approval, will supersede and cancel ap¬ 
proved Agreement 8419 covering a sim¬ 
ilar arrangement at the same ports with 
respect to the same trades. 

Dated: March 4.1985. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary. 

|F.R, Doc. 05*231)0; Filed. Mat. 4. 1065; 

11:53 a. in.] 

SECURITIES AND EXCHANGE 
COMMISSION 

IFlloNo. 24FW-1350J 

GOLD SEAL INTERNATIONAL 
A AND C, INC. 

Notice ond Order for Hearing 

February 25. 1965. 

I. Gold Seal International A & C. Inc. 
(issuer), 5446 South Washington Street. 
Tacoma. Wash., incorporated in the 
State of Delaware on July 29, 1964, filed 
with the Commission on November 5. 
1964, a notification on Form l-A relating 
to a proposed offering of 150.000 shares 
of its common stock of a par value of 50 
cents per share at a price of $2,00 per 
share, for an aggregate offering price of 
$300,000, for the purpose of obtaining an 
exemption from the registration pro¬ 
visions of the Securities Act of 1933. as 
amended, pursuant to the provisions of 
section 3(b) thereof and Regulation A 
promulgated thereunder. 

II. The Commission, on December 22, 
1964. issued an order pursuant to Rule 
261 of the general rules and regulations 
of the Securities Act of 1933, as amended, 
temporarily suspending the Issuer's ex¬ 
emption under Regulation A, and afford¬ 
ing to any person having any interest 
therein an opportunity to request a hear¬ 
ing. A written request for a hearing has 
been received by the Commission. 

The Commission deems it necessary 
and appropriate that a hearing be held 
for the purpose of determining whether 
it should vacate the temporary suspen¬ 
sion order or enter an order of perma¬ 
nent suspension in this matter. 

It Is hereby ordered , Pursuant to Rule 
261 of the general rules and regulations 
under the Securities Act of 1933. as 
amended, that a hearing be held on 
March 22. 1965, at 10:00 a m., in Room 
104 of the U.S. Court House Building 
located at Southwest Broadway and 
Madison, Portland, Oreg., with respect 
to the matters set forth in section n 
of the order dated December 22. 1964, 
temporarily suspending the issuer's ex¬ 


emption under Regulation A. without 
prejudice, however, to the specification 
of additional issues which may be pre¬ 
sented in the proceedings. 

III. tt is farther ordered . That any 
officer or officers of the Commission des¬ 
ignated by it for that purpose shall pre¬ 
side at the hearing: that any officer or 
officers so designated to preside at any 
such hearing are hereby authorised to 
exercise all the powers granted to the 
Commission under sections 19(b). 21 and 
22(c) of the Securities Act of 1933. as 
amended, and to hearing officers under 
the Commission s rules of practice. 

Jt is further ordered , That the Secre¬ 
tary of the Commission shall serve a 
copy of this order by certified mail on 
Gold Seal International A & C. Inc., and 
that notice of the entering of this order 
shall be given to all persons by general 
release of the Commission and by pub¬ 
lication In the Federal Register. Any 
person who desires to be heard or other¬ 
wise wishes to participate in the hearing 
shall file with the Commission on or be¬ 
fore March 19. 1965, a request relative 
thereto as provided In Rule 9(c) of the 
Commission's rules of practice. 

By the Commission. 

[seal! Orval L. Du Bo is. 

Secretary. 

(FJt. Doc. 65-2232: Filed, Mar. 4. 1965; 

8:45 fun.l 

SMALL BUSINESS ADMINISTRA¬ 
TION 

(Delegation of Authority 30] 

SOUTHEASTERN AREA 

Delegation of Authority To Conduct 

Program Activities in Regional 

Offices 

L Pursuant to the authority delegated 
to the Area Administrator by Delegation 
of Authority 30 (Revision 10), 30 FJt. 
972, the following authority is hereby rc- 
dolegated to the regional directors of the 
Atlanta, Jackson, and Miami Regional 
Offices within the Southeastern Area: 

A. Financial assistance. 1. To approve 
business and disaster loans not excrcding 
$350,000 (£BA*s share). 

2. To decline business and disaster 
loans of any amount. 

3. To disburse approved loans. 

4. To enter into business loan and dis¬ 
aster loan participation agreement with 
banks. 

5. To approve section 502 loans as 
follows: 

a. Direct loans not exceeding $50,000. 

b. Participation loans when the bank's 
share's 10 percent or more—not to ex¬ 
ceed $100,000. 

6. To decline loan applications in the 
categories described in Item LA.5., above. 

7. To execute loan authorizations for 
Washington approved loans and for loans 
approved under delegated authority, said 
execution to read as follows: 

(Name). Administrator 

(Name) 

Regional Director, 
(City) 


8. To cancel, reinstate, modify tad 
amend authorizations for buslne* or 
disaster loans. 

9. To extend the disbursement period 
on all loan authorizations or undisbuned 
portions of loans. 

10. To approve, when requested, in id- 
vance of disbursement, conformed ccpia 
of notes and other closing docum«*i; 
and certify to the partic’pniin? bank that 
such documents are In compliance with 
the participation authorization. 

11. To approve service charges by par¬ 
ticipating bank not to exceed 2 peita* 
per annum on the outstanding principal 
balance of construction loons and lotni 
Involving accounts receivable and inven¬ 
tory financing. 

12. To establish disaster field offices 
upon receipt of advice of the designation 
of a disaster area: to advise on the mak¬ 
ing of disaster loans; to appoint u i 
processing representative any bank in tbs 
disaster area; and to close disaster Add 
offices when no longer advisable to main¬ 
tain such offices. •• 

13. To take all necessary action* m 
connection with the administration, serv- 
icing, collection and liquidation of all 
loans and other obligations or tsseU 
including collateral purchased: and to 
do and perform and to assent to tlx 
doing and performance of. oil and tmj 
act and thing requisite and proper to 
effectuate the granted powers. Including 
without limiting the generality of the 
foregoing: 

a. The assignment, c-adorcemml 
transfer and delivery ibut In all caw 
without representat'on, recourse or war¬ 
ranty) of notes, claims, bonds, deben¬ 
tures, mortgages, deeds of trust, con¬ 
tracts, patents and applications therefor, 
licenses, certificates of stock and of de¬ 
posit. and any other liens, powers, 
charges on and Interest in or to property 
of any kind. legal and cquttabte, newor 
hereafter held by the Small Business 
Administration or Its Administrator; 

b. The execut'on and delivery of coe- 
tracts of sale or of lease or subrca*. 
quit-claim, bargain and sale or sptew 
warranty deeds, bills of sale, leases* sub¬ 
leases, assignments, subordinations, re¬ 
leases (in whole or part) of liens, 
faction pieces, affidavits, proofs or 

in bankruptcy or other estates and so» 
other Instruments in writing as may 
appropriate and necessary to eneciu** 
the foregoing. t 

c. The approval of ban* app^ 11 
for use of liquidity privilege under u 
loan guaranty plan. 

B. Reserved. . ^ 

C. Procurement and mflr.cacmftti 

sistancc (only to the Regional D - 
Atlanta). 1. To approve oppUcaUW* 
Certificates of Competency rcceiv«n^ 
small bus’ness concerns which ojt 
catcd within the geographies) J ^ 
tion of the area office a* 

value of the contract to be »war 

a result of the issuance of 0 1 
not exceed $100.0CK>. ## r»- 

2. To deny an aPP u <^ tion .^JrfnoaI 
Uflcate of Competency when tneiret 
director agrees with an wJWJ 
report as to production or cn ; » 

application for an 8BA loan ** u* 

which if approved, mighty emu* 
credit aspects of the case.* 
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D. Administration* 1. To advertise 
regarding the public sale of (a) collateral 
in connection with the liquidation of 
loans, and <b) acquired property.•• 

2. To purchase reproductions of loan 
documents, chargeable to the revolving 
fund, requested by United States Attor¬ 
neys in foreclosure cases. 

3. To (a) purchase all office supplies 
and expendable equipment, Including all 
desk top items, and rent regular office 
equipment; <b) contract for repair and 
maintenance of equipment and furnish¬ 
ings; (c) contract for services required 
in setting up and dismantling and mov¬ 
ing SBA exhibits and (d) Issue Govern¬ 
ment bills of lading. 

4. In connection with the establish¬ 
ment of Disaster Loan Offices, to (a) ob¬ 
ligate Small Business Administration to 
reimburse General Services Administra¬ 
tion for the rental of office space; (b) 
rent office equipment: and (c) procure 
(without dollar limitation) emergency 
supplies and materials. 

5. To rent motor vehicles from the 
General Services Administration and to 
rent garage space for the storage of such 
vehicles when not furnished by this 
Administration. 

E Eligibility determinations. To de¬ 
termine eligibility of applicants for as- 
ahtance under any program of the 
Agency in accordance with Small Busi¬ 
ness Administration standards and pol¬ 
icies. 

F. Size determinations. To make ini¬ 
tial size determinations In all cases 
within the meaning of the Small Busi¬ 
ness Size Standards Regulations, as 
•mended, and further, to make product 
classification decisions for financial as¬ 
sistance purposes only. Product classi¬ 
fication decisions for procurement pur¬ 
poses are made by contracting officers. 

II To the Regional Directors of Bir¬ 
mingham, Alabama; Charlotte, North 
Carolina; Columbia, South Carolina; 
hoolsvUle. Kentucky: Jacksonville, Flor- 
; cf nd Nas hvillc. Tennessee, within 
;? ulhca5tcm Are ®. the following 
i w ^ 15 hereby redelegated: 

1. To approve the following: 

*' loans not exceeding $100,000. 

SL rU £' pat * on l° an * not exceeding 

$250,000 f SBA share) . 

nM J? lmp i!*' ed bank participation loans 
a'5f wdln * $350,000 <SBA share), 
a-simpuned early maturities partici¬ 
pation loans not exceeding $350,000 (SBA 

$350 ooo^ dlsasler * oans n °t exceeding 

rr tcto *tloa disaster loans not ex- 
«*«)'* $350,000 (SBA share). 

4 To decline as follows: 

^ Buslnoss 'oao* not exceeding $350.- 

0 ,^ Dliastcr ,oa ns not exceeding $350.- 
I To disburse approved loans. 

5 ItS*?1\ 4 , " ld 7 Ulrou « h »• above, 
thorii^f" 1,A13 ' »bove—only the au- 

collec Uon^^twM 0 *' admlnis tratlon and 
«%o (1 . n ^ udln * *«bltems a, b. and c. 
chargeable « mcr * en cy Purchases 

fund not iiw ^ admlnls trative expense 
* *° l ln exces » of $25 in any one ob- 
No. 43—Pt. |_ 7 


Ject class in any one instance but not 
more than $50 in any one month for 
total purchases in all object classes; <b) 
make purchases not in excess of $10 in 
any one instance for "one-time use 
items" not carried in stock subject to 
the total limitations set forth in <a) of 
this paragraph; (c) to contract for the 
repair and maintenance of equipment 
and furnishings in an amount not to 
exceed $25 In any one instance; and (d) 
purchase printing from the General 
Services Administration where central¬ 
ized reproduction facilities have been es¬ 
tablished by GSA. 

7. Items I J>. 4 and 5. above. 

8. Item I.E , above. (Eligibility Deter¬ 
minations for Financial Assistance only.) 

9. Item IP., above. (Size Determina¬ 
tions for Financial Assistance only.) 

m. The specific authority delegated in 
subsection LA. 12; subsections I.C.l and 
2 and subsection I.D.1 herein cannot be 
redelegated. These are Indicated by as¬ 
terisks (••). The specific authority in 
the remaining subsections may be redel- 
egated to appropriate subordinate posi¬ 
tions within the regions. 

IV. All authority delegated herein may 
be exercised by any Small Business Ad¬ 
ministration employee designated as Act¬ 
ing Regional Director. 

V. All authority previously delegated 
is hereby rescinded without prejudice to 
actions taken under such previous dele¬ 
gations of authority prior to the date 
hereof. 

Effective date; February 1.1965. 

James F. Hollingsworth, 

Acting Area Administrator, 

Southeastern Area. 

(F.H. Doc. 65-2312; Plied. Mar. 4. 1965; 

8:48 ajn | 


(Delegation of Authority 30) 

NEW YORK AREA 

Delegation of Authority To Conduct 

Program Activities in Regional 

Offices 

1. Pursuant to the authority delegated 
to the Area Administrator by Delegation 
of Authority 30 (Revision 10), 30 F.R. 
972, the following authority is hereby 
redelegated to the Regional Director of 
New York Regional Office within the New 
York Area: 

A. Financial assistance. 1. To ap¬ 
prove business and disaster loans not ex¬ 
ceeding $350,000 <SBA’s share). 

2. To decline business and disaster 
loans of any amount. 

3. To disburse approved loans. 

4. To enter into business loan and dis¬ 
aster loan participation agreement with 
banks. 

5. To approve section 502 loans as 
follows: 

a. Direct loans not exceeding $50,000. 

b. Participation loans when the bank’s 
share is 10 percent or more—not to ex¬ 
ceed $100,000. 

6. To decline loan applications in the 
categories described in Item IA 5.. above. 

7. To execute loan authorizations for 
Washington approved loans and for 


loans approved under delegated author¬ 
ity, said execution to read as follows: 

(Name), Administrator 

By - 

(Name) 

Regional Director 
(City) 

8. To cancel, reinstate, modify and 
amend authorizations for business or 
disaster loans. 

9. To extend the disbursement period 
on all loan authorizations or undisbursed 
portions of loans. 

10. To approve, when requested. In ad¬ 
vance of disbursement, conformed copies 
of notes and other dosing documents; 
and certify to the participating bank that 
such documents are in compliance with 
the participation authorization. 

11. To approve service charges by par¬ 
ticipating bank not to exceed 2 percent 
per annum on the outstanding principal 
balance of construction loans and loans 
Involving accounts receivable and inven¬ 
tory financing. 

12. To establish disaster field offices 
upon receipt of advice of the designation 
of a disaster area: to advise on the mak¬ 
ing of disaster loans; to appoint as a 
processing representative any bank in 
the disaster area; and to close disaster 
field offices when no longer advisable to 
maintain such offices. • • 

13. To take all necessary actions In 
connection with the administration, serv¬ 
icing. collection and liquidation of all 
loans and other obligations or assets, in¬ 
cluding collateral purchased; and to do 
and perform and to assent to the doing 
and performance of, all and every act and 
thing requisite and proper to effectuate 
the granted powers. Including without 
limiting the generality of the foregoing: 

a. The assignment, endorsement, 
transfer and delivery (but ln all cases 
without representation, recourse or war¬ 
ranty) of notes, claims, bonds, deben¬ 
tures. mortgages, deeds of trust, con¬ 
tracts, patents and applications therefor, 
licenses, certificates of stock and of de¬ 
posit. and any other liens, powers, rights, 
charges on and Interest ln or to property 
of any kind, legal and equitable, now* or 
hereafter held by the small Business Ad¬ 
ministration or its Administrator; 

b. The execution and delivery of con¬ 
tracts of sale or of lease or sublease, 
quit-claim, bargain and sale or special 
warranty deeds, bills of sale, leases, 
subleases, assignments, subordinations, 
releases (in whole or part) of liens, satis¬ 
faction pieces, affidavits, proofs of claim 
in bankruptcy or other estates and such 
other instruments in writing as may be 
appropriate and necessary to effectuate 
the foregoing. 

c. The approval of bank applications 
for use of liquidity privilege under the 
loan guaranty plan. 

B. Reserved. 

C. Procurement and management os- 
sistanee. 1. To approve applications for 
Certificates of Competency received from 
small business concerns which are lo¬ 
cated within the geographical Jurisdic¬ 
tion of their area offices when the total 
value of the contract to be awarded as 
a result of the issuance of a COC docs 
not exceed $100.000. # * 
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2. To deny an application for a Cer¬ 
tificate of Competency when the regional 
director agrees with an adverse survey 
report as to production or credit, unless 
application for an SBA loan is being filed, 
which if approved, might change the 
credit aspects of the case.** 

D. Administration . 1. To advertise 
regarding the public sale of (a) collateral 
in connection with the liquidation of 
loans, and (b> acquired property.•• 

2. To purchase reproductions of loan 
documents, chargeable to the revolving 
fund, requested by United States Attor¬ 
neys in foreclosure cases. 

3. To (a) purchase all office supplies 
and expendable equipment, including all 
desk top items, and rent regular office 
equipment; (b) contract for repair and 
maintenance of equipment and furnish¬ 
ings; (c) contract for services required 
in setting up and dismantling and mov¬ 
ing SBA exhibits and (d> issue Govern¬ 
ment bills of lading. 

4. In connection with the establish¬ 
ment of Disaster Loan Offices, to (a) 
obligate Small Business Administration 
to reimburse General Services Admin¬ 
istration for the rental of office space; 
<b> rent office equipment; and (c) pro¬ 
cure (without dollar limitation) emer¬ 
gency supplies and materials. 

5. To rent motor vehicles from the 
General Services Administration and to 
rent garage space for the storage of such 
vehicles when not furnished by this 
Administration. 

E. Eligibility determinations. To de¬ 
termine eligibility of applicants for as¬ 
sistance under any program of the 
Agency in accordance with Small Busi¬ 
ness Administration standards and 
policies. 

P. Size determinations. To make ini¬ 
tial size determinations in all cases 
within the meaning of the Small Business 
Size Standards Regulations, as amended, 
and further, to make product classifica¬ 
tion decisions for procurement purposes 
only. Product classification decisions for 
procurement purposes are made by con¬ 
tracting officers. 

II. To the Regional Director of Syra¬ 
cuse. within the New York Area, the fol¬ 
lowing authority is hereby redelegated; 

1. To approve the following; 

a. Direct loans not exceeding $100,000. 

b. Participation loans not exceeding 
$250,000. (SBA share) 

c. Simplified bank participation loans 
not exceeding $350,000. (SBA share) 

d. Simplified early maturities partic¬ 
ipation loans not exceeding $350,000. 
(SBA share) 

e. Direct disaster loans not exceed¬ 
ing $350,000. 

f. Participation disaster loans not ex¬ 
ceeding $350,000. «SBA share) 

2. To decline as follows: 

a. Business loans not exceeding 
$250,000. 

b. Disaster loans not exceeding 
$350,000. 

3. To disburse approved loans. 

4. Items I.A.4 and 7 through 11. above. 

5. Item LA. 13, above—only the au¬ 
thority for servicing, administration and 
collection, including subitems a. b. and c. 

6. To (a) make emergency purchases 
chargeable to the administrative expense 


fund, not in excess of $25 in any one ob¬ 
ject class in any one instance but not 
more than $50 in any one month for 
total purchases In all object classes; (b) 
make purchases not in excess of $10 in 
any one instance for “one-time use 
items" not carried in stock subject to the 
total limitations set forth in <a) of this 
paragraph; (c) to contract for the repair 
and maintenance of equipment and fur¬ 
nishings in an amount not to exceed $25 
in any one instance; and <d) purchase 
printing from the General Services Ad¬ 
ministration where centralized reproduc¬ 
tion facilities have been established by 
OSA. 

7. Items I.D.4 and 5, above. 

8. Item I.E. above. (Eligibility De¬ 
terminations for Financial Assistance 
only.) 

9. Item IP. above. <8ize Determina¬ 
tions for Financial Assistance only.) 

III. Reserved. 

IV. The specific authority delegated in 
subsection I.A.12; subsections I.C.l and 
2 and subsection ID.l herein cannot be 
redelegated. These are indicated by 
asterisks (• •). The specific authority in 
the remaining subsections may be redele¬ 
gated to appropriate subordinate posi¬ 
tions within the regions. 

V. All authority delegated herein may 
be exercised by any Small Business Ad¬ 
ministration employee designated as 
Acting Regional Director. 

VI. All authority previously delegated 
is hereby rescinded without prejudice to 
actions taken under such previous dele¬ 
gations of authority prior to the date 
hereof. 

Effective date; February 1,1965. 

Charles H. Kricer, 

Acting Area Administrator , 

New York Area. 

(P .R Doc. 66-2313: Piled, Mat. 4. 1985; 

8:45 am i 


INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

March 2,1965. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance with 
Rule 1.40 of the general rules of practice 
<49 CFR 1.40) and filed within 15 days 
from the date of publication of this 
notice in the Federal Register. 

Long-and-Short Haul 

FSA No, 39609 —Cement to Fargo, N . 
Dak. Piled by Great Northern Railway 
Co. (No. 1092). and Northern Pacific 
Railway Co. (No. 137), jointly for them¬ 
selves and Interested rail carriers. Rates 
on cement, hydraulic, masonry, natural 
or Portland, in bulk, in carloads, from 
East Helena. Montana City, and Trident. 
Mont., to Fargo, N. Dak. 

Grounds for relief—Market competi¬ 
tion. 

Tariffs—Supplement 19 to Great 
Northern Railway Co. tariff I.C.C. A- 


9159 and supplement 11 to Northern Pi- 
clflc Railway Co. tariff I.C.C. 10036. 

FSA No. 39610— Grain sorghum flour 
to gulf ports for export. Filed by South- 
western Freight Bureau, Agent (No. B- 
8664), for Interested rail carriers. Rates 
on grain sorghum flour, in carloads, from 
points in Arkansas. Colorado, Iowa, 
Kansas. Missouri. Nebraska, Oklahoma 
Texas, and Wyoming, to gulf port®. Pen- 
sacola. Fla., to Corpus Chrlsti, Tex. ifor 
export). 

Grounds for relief—Rate relationship. 

Tariffs—Supplement 45 to Atchison, 
Topeka and Santa Fe Railway Co tariff 
I.C.C. 14945 and 6 other schedule.* named 
in the application, 

FSA No. 39611— Commodities between 
points in Texas. Filed by Tcxas-Loulsi- 
ana Freight Bureau. Agent (No. 533), 
for interested rail carriers. Rates on 
cottonseed and soybean oil, in tank car¬ 
loads, from, to and between points in 
Texas, over interstate routes through 
adjoining States. 

Grounds for relief— Intrastate rates 
and maintenance of rates from and to 
points in other States not subject to the 
same conditions. 

Tariff—Supplement 27 to Tex ^-Loui¬ 
siana Freight Bureau, Agent, tariff I.C.C, 
998. 

FSA No. 39613— Phosphctic fertilizer 

solution to points in WTL territory 
Filed by Trans-Continental Freight Bu¬ 
reau. Agent (No. 425). for interested rail 
carriers. Rates on phosphatlc fertilizer 
solution, in tank carloads, from Silver 
Bow. Mont., to points in western trunk- 
line territory. 

Grounds for relief— Market competi¬ 
tion, short-line distance formula and 
grouping. 

Tariff — Supplement 44 to Trans-Con¬ 
tinental Freight Bureau, Agent, tariff 
I.C.C. 1701. 

Agcrsgate-of-Ikterm e d : vr es 

FSA No. 39612— Commodities between 
points in Texas. Filed by Texas-I/wi- 
slana Freight Bureau, Agent (No. 534>, 
for interested rail carriers Ttates on 
copper slag, in carloads, and cottonseed 
and soybean oil. in tank carloads, from, 
to and between points in Texas, over 
interstate routes through adjoining 
states. 

Grounds for relief— Maintenance or 
depressed rates published to meet intra¬ 
state competition without use of suen 
rates as factors in constructing combina¬ 
tion rates. _ . 

Tariff—Supplement 27 to Texas-Lmu- 
slana Freight Bureau. Agent, tann 
I.C.C. 998. 

By the Commission. 

I seal! Bertha F. Ar*es. 

Acting Secretary. 

I PR Doc. 85-2296; Piled. 4. 1*J5. 

8:46 am | 


(Notice 1133| 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 


March 2. 19SS 

Synopses of orders entered 
to section 2!2<b) of the Interstate Com 
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mere* Act, and rules and regulations 
prescribed thereunder (49 CFR Part 

1T9».appear below: 

As provided in the Commission's spe¬ 
cial rules of practice any interested per¬ 
son may file a petition seeking recon¬ 
sideration of the following numbered 
proceedings within 20 days from the 
date of publication of this notice. Pur¬ 
suant to section 17(8) of the Interstate 
Commerce Act. the filing of such a peti¬ 
tion will r>o5tpone the effective date of 
the order in that proceeding pending its 
dispo&tuon. The matters relied upon by 
petitioners must be specified in their pe¬ 
titions with particularity. 

No MC-FC-67590. By order of Feb¬ 
ruary 26. 1965. the Transfer Board ap¬ 
proved the transfer to W. L Gehrs. Sr.. 


Joplin. Mo., of the operating rights in 
Certificates Nos. MC-665. MC-665 (Sub- 
No. 11). MC-665 (Sub-No. 13), MC-665 
(Sub-No. 18>. MC-665 (Sub-No. 23), 
MC-665 (Sub-No. 24), MC-665 (Sub-No. 
25>. MC-665 (Sub-No. 26 >. MC-665 
(Sub-No. 30). MC-665 (Sub-No. 31), 
MC-665 (Sub-No. 34>, MC-665 (Sub-No. 
35>, MC-665 (Sub-No. 38). MC-665 (Sub- 
No. 41), MC-665 (Sub-No. 45). MC-665 
(Sub-No. 47), MC-665 (Sub-No. 51), 
MC-665 (Sub-No. 55). MC-665 (Sub-No. 
59). MC-665 (Sub-No. 62), and MC-665 
(Sub-No. 63) issued March 4. 1949. 
March 7, 1950. July 7. 1958. August 20. 
1952. July 8, 1952. August 27, 1952. No¬ 
vember 5, 1952, February 21. 1955, De¬ 
cember 15. 1953, November 16. 1954. June 
29. 1954. October 8, 1954, October 8. 1954. 


May 26. 1955, April 20. 1956. October 14. 
1955. July 2, 1957, May 29. 1958. June 5, 
1961, May 11, 1862, and September 25. 
1961, respectively, in the name of Mis¬ 
souri-Arkansas Transportation Co., a 
corporation. Joplin. Mo., authorizing the 
transportation, over regular and irreg¬ 
ular routes, of General commodities, with 
the usual exceptions, between points in 
Arkansas, Kansas. Oklahoma, and Mis¬ 
souri. J. F. Miller. 7501 Mission Road. 
Shawnee Mission, Kans., 66208. attorney 
for applicant. 

[seal] Bertha F. Armes. 

Acting Secretary . 

(F.R. Doc. 65-2297; Filed, Mat. 4. 1065; 
8:46 am I 
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PROPOSED RULE MAKING 


SMALL BUSINESS ADMINISTRA¬ 
TION 

[ 13 CFR Part 1111 

SYSTEM OF ACCOUNT CLASSIFICA¬ 
TIONS FOR SMALL BUSINESS IN¬ 
VESTMENT COMPANIES 

Notice of Proposed Revision 

Notice is hereby given that pursuant 
to authority contained In section 308 of 
the Small Business Investment Act of 
1958. Public Law 85-699. 72 Stat. 694. as 
amended, it is proposed to revise, as set 
forth below. Part 111 of Subchapter B. 
Chapter I of the Code of Federal Reg¬ 
ulations, as set forth in 27 Fit, 8693-8713. 
Prior to the final adoption of such revi¬ 
sion, consideration will be given to any 
comments or suggestions pertaining 
thereto which are submitted in writing. 
In triplicate, to the Investment Division, 
Small Business Administration. Wash¬ 
ington. DC.. 20416, within a period of 
10 days of the date of this notice in the 
Federal Register. 

Information . The revision under con¬ 
sideration comprehends the following 
principal changes in the System of Ac¬ 
count Classifications for Small Business 
Investment Companies: 

1. A new account. No. 131. Insured 
Savings Accounts, together with subac¬ 
counts. is added to provide appropriate 
accounting for Insured savings in insti¬ 
tutions the accounts of which are insured 
by the Federal Savings and Loan Insur¬ 
ance Corporation, as permitted by 
amended section 308(b) of the Small 
Business Investment Act of 1958. 

2. A note is added to account No. 160, 
Accrued Interest Receivable, and to re¬ 
lated income, liability, and allowance 
for losses accounts requiring the discon¬ 
tinuance of the accrual of interest re¬ 
ceivable from insolvent debtors, and ei¬ 
ther the provision of an adequate reserve 
against loss or the deferment of interest 
income when the debtor small business 
concern has not earned the amount of 
interest owed by it. or the fair value of 
the investment as determined in good 
faith by the board of directors is below 
cost. 

3. A new account, No. 199, Warrants. 
Options, and Other Stock Rights Ac¬ 
quired from SBCs, is added to reflect the 
value at purchase price, or at cost as 
otherwise determined, of warrants, op¬ 
tions, and other stock rights acquired 
from SBCs. Complementary changes 
are made in accounts Nos. 180. Debt 
Securities. Convertible, and with Stock 
Purchase Warrants or Options (Section 
304); 190, Convertible Capital Stock of 
SBCs; and 194. Capital Stock of SBCs 
with Stock Purchase Warrants or Op¬ 
tions. to make clear that the latter ac¬ 
counts now reflect, in addition to debt 
securities or stock, only nondetached 
stock rights which have no separate pur¬ 
chase cost, or cost as otherwise deter¬ 
mined. Memorandum record NA-10. 
Stock Purchase Warrants or Options on 
Stock of SBCs, is amended to Insure that 
it will be used only for stock rights hav¬ 
ing no cost value and which have been 


retained after the financing instruments 
they accompanied at acquisition have 
been disposed of. 

4. Note 4 to account No. 198, Capital 
Stock of SBCs—Other, is amended to 
provide, when applicable, for valuing 
stock received through conversion of debt 
securities or another class of capital stock 
at the market bid price, if any. of either 
the securities received or those sur¬ 
rendered. 

5. Account No. 200. Assets Acquired in 
Liquidation of Loans and Debt Securities, 
has a new paragraph stating that an in¬ 
vestment in real property acquired in 
liquidation of loans and debt securities 
should be recorded at gross value, with 
any existing mortgage on such property 
acquired being recorded in a new* ac¬ 
count, No. 319.2, Mortgages Payable on 
Assets Acquired in Liquidation of Loans 
and Debt Securities, which is a subac¬ 
count of account No. 319, Mortgages Pay¬ 
able. 

6. Debit (a> of account No. 254. Un¬ 
collected Discount, Fees, and Other 
Charges on Debt Securities (Section 304). 
is amended to show that an amount 
equivalent to the determined cost of war¬ 
rants. options, and other stock rights ob¬ 
tained with debt securities is to be estab¬ 
lished as uncollected discount on such 
debt securities. Credit (a) of account 
No. 384, Unearned Discount. Fees, and 
Other Charges on Debt Securities (Sec¬ 
tion 304 >, is similarly amended to provide 
for treatment of the same amount as 
unearned discount on such debt securi¬ 
ties. Note 3 of account No. 199 is pro¬ 
vided to explain In full the handling of 
discount equivalent to the purchase cost, 
or cost as otherwise determined, of stock 
rights obtained in connection with the 
acquisition of debt securities of small 
business concerns. 

7. Subaccounts of account No. 257, 
Other Assets, are provided, respectively, 
for general items and for notes receiva¬ 
ble maturing after one year. 

8. Previous account No. 300, Notes 
Payable to SBA. is now represented by 
two accounts—No. 300, Notes Payable to 
SBA—Direct Loans, and No. 301. Notes 
Payable to SBA—Guaranteed Loans 
Purchased by SBA. Similarly, previous 
account No. 315, Notes Payable to Other 
than SBA, Ls now represented by ac¬ 
counts No. 315, Notes Payable to Other 
than SBA—Guaranteed by SBA. and 316. 
Notes Payable to Other than SBA—Not 
Guaranteed by SBA. 

9. New account No. 333, Participations 
of Other Investors In Warrants, Options, 
and Other Stock Rights Acquired from 
SBCs. is added for the purpose of re¬ 
flecting the outstanding balance of par¬ 
ticipations by other investors in stock 
rights acquired from small business 
concerns. 

10. Account No. 386, Other Liabilities, 
is subdivided into three accounts, the 
first of which U for general liabilities. 
Subaccount No. 380.2, Other Liabilities- 
Unrealized Gain on Sale of Assets, is 
provided for deferment of gain resulting 
from sales of assets on an installment 
basis. Subaccount No. 386.3—Other 
Liabilities—Discount on Capital Stock 
of SBCs. is included in the revised system 
to represent the contingent liability in 


connection with the acquisition of small 
business concerns* capital stock below 
par value. 

11. Accounts Nos. 393, Allowance for 
Losses on Debt Securities (Section 304), 
and 394, Allowance for Losses on Capltai 
Stock of SBCs, are rewritten to elimi¬ 
nate the previous requirement for re¬ 
versal of total loss provisions against 
current expenses when debt securities or 
capital stock thus reserved for are dis¬ 
posed of. Instead, such a reversal ii 
now required only for any portion of the 
loss allowance which is In excess of the 
actual loss realized on disposition of such 
assets. Distortion of Income and ex¬ 
pense for the current period which might 
occur under the previous procedure is 
thus avoided. Account No. 394 is now 
subdivided into subaccounts Nos. 3941. 
Allowance for Losses on Capital Stock of 
SBCs. and 394.2, Allowance for Losses 
on Warrants. Options, and Other Stock 
Rights Acquired from SBCs. The latter 
subaccount also provides for the new 
procedure relative to loss provisions for 
equity Investments, as does amended ac¬ 
count No. 395. Allowance for Losses on 
Assets Acquired in Liquidation of Loons 
and Debt Securities. 


12. New account No. 399, Accumulated 
Depreciation on Assets Acquired In 
Liquidation of Loans and Debt Securi¬ 
ties. is added to represent the valuation 
reserve provided for depreciation of de¬ 
preciable property acquired In liquida¬ 
tion of loons and debt securities. 

13. Account No. 420, Paid-In Surplus. 
Is amended to accomplish three pur¬ 


poses: 

First, debit (a), regarding loss on 
treasury stock sold, is changed to con¬ 
form to the principle followed in debit 
10), regarding loss on capital stock re¬ 
tired; that is, such loss on treasury sioa 
sold is now charged to this account onb 
In an amount not to exceed the total or 
credits residing in this account neUUlJj* 
to previous gains on treasury stock tow 
or retirement of capital stock at amounts 
less than the amounts previously paw 
In with respect thereto. Any excess w* 
is to be charged to accounts Nos. 4~* 
Retained Earnings from Net Income, ana 
426. Retained Earnings from Net Ra¬ 
ized Gain on Investments, as appropn- 
ate. The latter two accounts are modi¬ 
fied to conform to this change. 

Second, debit <d> is rewritten to pro¬ 
vide for pricing stock dividends at aper 
share value not less than the ft'** 5 ™ 
paid-in capital per share existing at ^ 
time the dividend is declared w 
forms with amended \ 107.1007fa 
the Regulations. Accounts Nos. 4-**“ 
426 are similarly amended with res*** 
to the pricing of stock dividends. 

Third, credit (a) is amended to ww 
that tlie amount of any stock d** 1 
which is in excess of the par value or w 
capital stock issued as such divider 
be included in this account. 

14. Account No. 504. Interest on tv* 
Deposits, is added to represe Se¬ 
amount of interest earned on 0 f 
posits, evidenced by time certi 
deposit, in banks which arc men ^ 
the Federal Deposit Insurance cot" 


tlon. 
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15. Account No. 511. Income from In¬ 
jured Savings Accounts* is added in order 
to account for income earned on funds 
m insured savings accounts in insiltu- 
uons the accounts of which are insured 
by the Federal Savings and Loan Insur¬ 
ance Corporation, as provided for In 
amended section 308<b) of the Small 
Business Investment Act of 1958. 

it Account No. 676. Estimated Losses 
on Warrants. Options* and Other Stock 
Rights Acquired from SBCs. is added to 
reflect the amount of estimated losses for 
the period on warrants, options, and 
other stock rights acquired from SBCs. 

17. Account No. 679. Miscellaneous 
Operating Expenses. Is added to repre¬ 
sent the amount of operating expenses 
not specifically provided for in other 
accounts. 

18. Accounts N 06 . 702, Ims on Debt 
Securities 'Section 304): 706. Loss on 
Capital Stock of SBCs; and 708, Loss on 
Assets Acquired in Liquidation of Loans 
and Debt Securities, are amended to pro¬ 
vide that they will reflect only the loss 
on the applicable assets written down. 
loJd, or disposed of otherwise, which is 
in excess of the loss provided for in the 
respective allowance for losses accounts. 
Account No. 707. Loss on Warrants. Op¬ 
tions, and Other Stock Rights Acquired 
from SBCs, is added similarly to acoount 
for losses on stock rights In excess of 
those provided for in the pertinent al¬ 
lowance for losses account. 

It. Account No. 710, Expense on Assets 
Acquired in Liquidation of Loans and 
Debt Securities, is expanded to include 
the amount of interest expense accrued 
on mortgages payable on assets acquired 
in liquidation of loans and debt secu¬ 
rities. 

20. Account No. 715, Other Expenses, 
U added to represent the amount of non- 
°!>«sting expenses not specifically pro- 
fided for in other accounts. 

It is proposed to adopt revised Part 111 
M *ct forth below. 

Dated: February 19 , 1965 . 

By direction of Eugene P. Foley, Ad¬ 
ministrator, Small Business Administra¬ 
tion. 


Ross D. Davis* 
Executive Administrator , 
Small Business Administration . 

FART Ul—SYSTEM OF ACCOUNT 

classifications FOR SMALL busi¬ 
ness INVESTMENT COMPANIES 


4ocoim* 

Sumbera 

ISO 

300-39& 

< 60-490 

300-609 

600-799 


Gsnerol Udg«r 


Asset account®. 

Liability and valuation reserve ac¬ 
counts. 

Capital stock and surplus accounts. 
Income accounts. 

Expense accounts. 


CA-l-CA 4 
Cb-S-CLr-* 

JJA-10-KA-I4 

ow^ 1 * 


Memorandum Record* 


Contingent assets. 
Contingent liabilities. 
Nominal assets. 
Nominal liabilities. 
Options on company's 


assct accounts 
10-U— CqA on Hand and tn Bar 

l#MM ^PortUIn.. 


S^C 

110-112 Deposits In Imprest account In 
__bank. 

116-117 Time deposits in —.bank. 

118 Cosh Items In process of collection. 

120 Petty cosh fund. 

13 — investment* in United States Govern - 
ment Securities and in Insured Savings 
Accounts 

130 United States Government obligations, 

direct ond fully guaranteed. 

131 Insured savings accounts. 

14— Notes Receivable 
140 Notes receivable. 

16— Accounts Receivable 

160 Accounts receivable. 

134 Accounts receivable for compensation 

on participations sold. 

135 Accounts receivable for commitment 

fees on deferred participations and 
financing commitments. 

16 —Accrued Interest Receivable 

ICO Accrued interest receivable. 

17— Loans to Small Business Concerns 

170 Loons (8ectlon 906), 

179 Funds in escrow pending closing of 

financing. 

18— Debt Securities of Small Business 

Concerns 

180 Debt securities, convertible, and with 

stock purchase warrants or options 
(Section 304). 

184 Debt securities divested of stock rights 
(S ec tion 304). 

19— Capital Stock and Stock Rights of Small 

Business Concerns 

190 Convertible capital stock of SBCs. 

194 Capital stock of SBCs with stock pur¬ 
chase warrants or options. 

198 Capital stock of SBCs—other. 

199 Warrants, options, and other stock 

rights acquired from SBCs. 

20— Assets Acquired in Liquidation of Loans 

and Debt Securities 

200 Assets acquired in liquidation of loons 

and debt securities. 

21 — Amounts Due from Debtors on Sale of 
Assets Acquired in Liquidation of Loans 
and Debt Securities 

210 Amounts due from debtors on salt of 
assets acquired in liquidation of loans 
and debt securities. 

12— Prepaid Expenses 

220 Prepaid expenses. 

224 Unamartlzcd discount on debentures 
payable. 

23— Furniture and Equipment 
230 Furniture and equipment. 

24— Corporate Premises Otcned 

240 Corporate premises owned—land. 

241 Corporate premises owned - building. 

242 Leasehold Improvements. 

26— Other Assets 

250-252 Capital stock subscriptions receiv¬ 
able—-- 

(Type and class) 

233 Uncollected discount, fees, and other 
charges on loans (Section 30$). 

254 Uncollected discount, fees, and other 
charges on debt securities (Section 
304). 

256 Amounts due from directors, officers, 
and employees. 

256 Organisation costa. 

257 Other assets. 


UAiltlTY AND VALUATION RESERVE ACCOUNTS 

ZD—Notes and Other Obligations Payable to 
SB A for Funds Borrowed 

Sec. 

300 Notes payable to SBA—direct loans. 

301 Notes payable to SBA—guaranteed loans 

purchased by SBA. 

802 Debentures payable, subordinated, Is¬ 
sued to SBA. 

31 —Notes and Other Obligations Payable to 
Other than SBA for Funds Borrowed 

310 Loans sold with recourse. 

312 Debt securities, convertible, and with 
stock purchase warrants or options 
sold with recourse. 

314 Debt securities divested of stock rights 

sold with recourse. 

315 Notes payable to other than SBA—guar¬ 

anteed by SBA. 

316 Notes payable to other than SBA—not 

guaranteed by 8BA. 

317 Debentures payable, unsubordinated. 

318 Debentures payable, subordinated, is¬ 

sued to other than 8B A. 

319 Mortgages payable. 

32— Notes Payable—Other 
820 Notes payable—other. 

33— Participations 

330 Participations of other lenders In loans. 
831 Participations of other investors In 

debt securities. 

332 Participations of other investors In 

capital stock of SBCs. 

333 Participations of other Investors In war¬ 

rants, options, and other stock rights 
acquired from SBCs. 

334 Participations In assets acquired in 

liquidation of loans and debt securi¬ 
ties. 

335 Participations in amounts due from 

debtors on sale of assets acquired in 
liquidation of loans and debt securi¬ 
ties. 

34—Accounts Payable 

340 Accounts payable for compensation on 
participations purchased. 

342 Accounts payable for commitment fees 
on deferred participations. 

344 Accounts payable—other. 

35— Accrued Expenses Payable 

850 Accrued Interest payable. 

852 Accrued Interest payable on participa¬ 
tions of other lenders or investors In 
loans, debt securities, and amounts 
due from debtors. 

854 Estimated Federal income taxes ac¬ 
crued. 

856 Estimated State income taxes accrued. 
358 Other accrued expenses. 

36— Dividends Payable 

360-362 Dividends payable on __..... 

capital stock. (Type and class) 
365-367 Stock dividends payable on 

-—-capital stock. 

(Type and class) 

37— Deposit Liabilities 

370 Federal taxes withheld. 

372 State and city taxes withheld. 

374 Unapplied receipt#. 

376 Advance interest payments. 

378 Miscellaneous trust receipts. 

ZD—Other Liabilities 

380 UnAmortlr.ed premium on debentures 
payable. 

382 Unearned discount, fees, and other 
charges on loons (Section 305). 

384 Unearned discount, fees, and other 
charges on debt securities (Section 
304). 

386 Other liabilities. 
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30— Valuation Reserves 

Sec. 

390 Allowance for uncollectible notes and 

accounts receivable. 

391 Allowance for uncollectible interest 

receivable. 

392 Allowance for uncollectible loans (Sec¬ 

tion 305). 

393 Allowance for looses on debt securities 

(Section 304). 

394 Allowance for losses on capital stock of 

SBCs and on stock rights acquired 
from SBCs. 

395 Allowance for losses on assets acquired 

in liquidation of loans and debt secu¬ 
rities. 

396 Allowance for uncollectible amounts 

due from debtors on sole of assets 
acquired In liquidation of loans and 
debt securities. 

397 Accumulated depreciation on furniture 

and equipment. 

398 Accumulated depreciation on corporate 

premises owned—building. 

399 Accumulated depreciation on assets ac¬ 

quired in liquidation of loans and 
debt securities. 

CAPITAL STOCK AND SURPLUS ACCOUNTS 

40-41— Capital Stock 

400 404 -™. capital stock au- 

(Type and class) 
thortzed. 

405-409 —- unissued capital 

(Type and class) 
stock. 

410-412 ---capital stock tub- 

(Type and class) 
scribed. 

415-419 Treasury stock—..............__ 

(Type and class) 

42— Surplus 

420 Paid-In surplus. 

425 Retained earnings from net income. 

426 Retained earnings from net realised 

gain on Investments. 

427 Appropriated retained earnings. 

429 Profit and loss summary. 

430 Realized gain and loss summary. 

INCOME ACCOUNTS 

50— Commitment Income 
600 Commitment Income. 

61-52— Interest Income 

504 Interest on time depot Its. 

510 Interest on US. Government securities. 
611 Income from Insured savings accounts. 
512 Interest on loans. 

514 Interest on funds in escrow pending 
closing of financing. 

516 Interest on debt securities. 

516 Interest on amounts due from debtors 
on sale of assets acquired in liquida¬ 
tion of loans and debt securities. 

520 Interest Income—other. 

53— Compensation Income 

530 Compensation Income—participations 

sold. 

532 Advisory and consulting service fees. 

634 Appraisal and Investigation fees. 

536 Miscellaneous fees. 

54— Dividends and Other Earnings 

540 Dividends on capital stock of SBCs. 

541 Sharings In Income of SBCs. 

55— Amortisation of Premium on Debentures 
Payable 

560 Amortization of premium on deben* 
turcs payable. 

56—Gain on Debentures Purchased and 
Retired 

560 Gain on debentures purchased and 
retired. 


67—Gain on Securities and Other Assets 

Sec. 

670 Oaln on U.8. Government securities. 

672 Oaln on debt securities (Section 304). 

574 Recoveries on asset losses charged to 
loss accounts. 

576 Gain on capital stock of SBCfe. 

EXPENSE ACCOUNTS 
60 —Commitment Expense 

600 Commitment expense. 

61-62 —Interest Expense 

610 Interest on notes payable to SBA. 

614 Interest oh debentures payable, issued 
to SBA. 

618 Interest on loans sold with recourse. 

620 Interest on debt securities sold with 
recourse 

622 Interest on notes payable to other than 
SBA. 

624 Interest on debentures payable, Issued 
to other than SBA. 

626 Interest on mortgages payable for 
funds borrowed 

628 Interest expense—other. 

63 —Compensation Expense 

630 Compensation expense—participations 
purchased. 


69— Loss on Debentures Purchased end 

Retired 

Sec. 

690 Loss on debentures purchased and re¬ 
tired. 

70— Loss on Securities and Other Auets 

700 Loss on US. Government securities. 

702 Loss on debt securities (Section 3(H). 

706 Loss on capital stock of SBC* 

707 Loss on warrants, options, and other 

stock ^rights acquired from 8BC* 

708 Loss on assets acquired in UqttkfeUoo 

of loans and debt securities 
700 Loss on other assets. 

71— Miscellaneous Kxpenta 

710 Expense on assets acquired in liquida¬ 
tion of loans and debt securities. 
715 Other expenses. 

72— Federal and State Income Taxes 

720 Federal Income taxes—net Income. 

722 Federal Income taxes—net realized pun 
on Investments. 

725 State Income taxes—net Income. 

727 State Income taxes—net realized put 
on Investments. 

MEMORANDUM RECORDS 
Contingent Assets 


64—Debenture, Fiscal Agent, and Stock 
Record Expense 

640 Debenture and fiscal agent expense. 

642 Transfer agent and registrar expense. 

65-67— Operating Expenses 

650-679 Operating expenses. 

650 Advertising and promotional costs. 

651 Appraisal, consulting, and engineering 

costs. 

662 Auditing and examination costs. 

653 Communications. 

654 Cost of apace occupied. 

655 Depreciation of corporate premises 

owned—building. 

666 Depreciation of furniture and equip¬ 
ment 

657 Directors' and stockholders* meetings 

costs. 

658 Insurance. 

659 Investigation and financial service 

costs. 

660 Investment adviser and supervisory 

costs. 

661 Legal services. 

662 Miscellaneous services and supplies. 

063 Salaries. 

664 Taxes, excluding Federal and State 
Income taxes. 

666 Travel. 

666 Uncollectible notes and accounts. 

667 Uncollectible Interest receivable. 

C68 Uncollectible loans (Section 305). 

669 Uncollectible amounts due from debtors 

on sole of assets acquired In liquida¬ 
tion of loons and debt securities. 

670 Maintenance and repairs. 

671 Retirement benefits expense. 

672 Organization expense. 

673 Estimated lasses on debt securities 

(Section 304). 

674 Estimated losses on capital stock of 

SBCs. 

675 Estimated losses on assets acquired in 

liquidation of loans and debt securi¬ 
ties. 

676 Estimated looses on warrants, options. 

and other stock rights acquired from 
SBCs, 

679 Miscellaneous operating expenses. 

68 —Amortization of Discount on Debentures 
Payable 

680 Amortization of discount on debentures 

payable. 


CA-1 Documentary items in process of col¬ 
lection. 

CA-2 Other contingent assets. 

Contingent Liability » 

CL 0 Commitments outstanding 
CL-7 Other contingent liabilities. 

Nominal Assets 

NA-10 Stock purchase warrants or option* 
on stock of SBCs. 

Nominal Liabilities 

NL-16, 

OpUon\ on Company's Stock 
OCS-1 Options on company's stock. 

General Instructions 


1. This system of account classifica¬ 
tions for small business investment com¬ 
panies is adaptable to manual or machine 
accounting procedures employing lhc 
double-entry method, and is otherwise 
designed to meet the specific needs of 
companies licensed in accordance witn 
the provisions of the Small Business In¬ 
vestment Act of 1958, as amended. Fi¬ 
nancial data accumulated in the manner 
required by tills accounting system w® 
facilitate the preparation of the annual, 
semiannual, and interim financial re¬ 
ports on SBA Form 468 to be furnish** 
by licensed companies pursuant to tnr 


Act and Regulations. . 

2. Account classifications in use ny 

companies licensed prior to Issuance cu 
this revised system shall be converted 
the classifications set forth herein 
soon as practicable but not later than 
days after their adoption and P u ~ .} 
lion in the Federal Register A sm 
business investment company 
considers that it needs one or more aj» 
tional accounts may submit a lQ 

scription of the proposed accounts 
SBA for consideration, and, upon w*- 
of written approval thereof. may* 
porate such additional accounts inw 
accounting system. t ^ 

3. Subdivisions of any accoiO* » rj! 
system of account classifications tw 
kept In the general ledger wltho* 
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prior approval of SB A, provided that 
such subaccounts do not impair the In* 
fesrity of the accounts set forth in the 
prescribed system. The titles of ail 
loch subaccounts shall refer by number 
tad title to the accounts of which they 
are subdivisions, and a description of 
such subaccounts shall be furnished to 
SBA promptly upon their establishment. 
Use of a decimal system is required for 
extending the account numbers to iden¬ 
tify such subaccounts. 

4. Thir account classifications system 
provides for two-digit number designa¬ 
tions for major categories under which 
accounts arc listed, and three-digit num¬ 
ber designations for Individual general 
ledger accounts. The first two digits of 
an individual account number refer to 
the major category under which the ac¬ 
count is classified and the third digit 
identifies the specific account. Digits 
from zero through nine ore used to Iden¬ 
tify specific accounts. For example, the 
first deposit bank account established 
will be designated M 100" and the second 
*101." It will be noted that some cate¬ 
gories encompass Individual accounts in 
nifftcicnt number to require assignment 
of more than one two-digit number to 
identify the category. For example. 
“Cash on Hand and in Banks'* has been 
assigned category numbers "10,” "l l/* 
and-12." 

5. Books of account shall be main¬ 
tained on an accrual basis and. at the 
end of each month, all transactions and 
accruals applicable to the month, as 
nearly as may be ascertained, shall be 
entered in the books. 

6. It 1s very important that complete 
sed accurate records of all contingent 
and nominal assets and liabilities be 
maintained. This is especially true with 
ret Pect to outstanding commitments to 
finance small business concerns through 

to them or the acquisition of their 
equity securities, and to make funds 
available to other lenders through de¬ 
wed participations. A section provid¬ 
ing for the maintenance of appropriate 
“fcmorandum records 1s Included herein, 
JzTJ™* coutlll i? ent assets, contingent 
mnuiUes. nominal assets, nominal 11a- 
m optio,M on the capital stock 

w small business investment com- 


small business investment 
"K* its books of account, 

rarrin boolu * records, and memo- 

trii-* support in any way the cn- 

15 books of account, in such 
** ablc r cadlly to furnish 
u Iniornmuon on any item included 

reftTT^vff ° l i nt ' ’ rhc book* and records 
cS, 1 ® he re»n include not only ac- 
* * ““**«* technical 
up- vl v J a °fbcr records, such as min- 
sU>ck records, reports 
*5 d mcmor anda which 
°f. or fn^^i a 1 2 l J leve,opin * the historj 
8 Nothf^ Kardin8, ftny transacUon. 
•ccounf^^* contained In this system ol 

to »uthf)rif S5lI ' CaUons can or 18 Intended 

action*bln, Uce^T' "** operation ol 
author^ u rensee, or any other, not 

SST? by 0,0 ^ 

amende. Uuent Act ot 1958 > “ 


100-102 DfpofftU in .......... bank. 

ASSET ACCOUNTS 

These accounts will represent funds 
on demand deposit In banks which are 
members of the Federal Deposit Insur¬ 
ance Corporation. 

Debit: 

(a) With amount of funds deposited. 

Credit: 

(a) With amount of funds withdrawn, 
and charges made by bank for such items 
as dishonored checks, transfer of funds 
by wire, collection, exchange, etc. 

110-112 Deposit in iraprcikt Account in 

.......... bank. 

These accounts will represent funds 
on demand deposit In imprest bank ac¬ 
counts to be drawn upon for the pay¬ 
ment of operating expenses and to be re¬ 
imbursed periodically through deposit 
therein of a check requiring dual sig¬ 
natures and drawn on the company's 
general funds bank account. 

Debit: 

(a) With amount of funds deposited. 

Credit: 

(a) With amount of funds withdrawn. 
115-117 Time deposit* in _ bank. 

These accounts will represent funds 
on time deposit in banks which are mem¬ 
bers of the Federal Deposit Insurance 
Corporation. 

Debit: 

(a) With amount of funds deposited. 

Credit: 

(a) With amount of funds withdrawn. 
118 Ca*h itentd in process of collection. 

This account will represent the amount 
of cash items placed with banks for col¬ 
lection. 

Debit: 

(a) With amount of such items placed 
with banks for collection. 

Credit: 

fa> With amount of items collected. 

<b) With amount of uncollected items 
returned or w ithdrawn. 

120 Petty cosh fund. 

This account will represent the Imprest 
petty cash fund maintained for the pur¬ 
pose of making small disbursements. 

Debit: 

fa) With amount placed in the fund 
when established. 

(b) With amount of increase In the 
fund. 

Credit: 

<a) With amount of decrease in the 
fund. 

Not*: The petty cAAh fund may he reim¬ 
bursed and expenditure* recorded as often 
as circumstances require, but must bo re¬ 
imbursed at the close of the company’s fiscal 
year. Checks to replenish the fund will bo 
drawn on a general fund bank account and 
lncludo “petty caah" as a payee. Debits 
totaling the amount of this replenishment 
should be made concurrently to the appro¬ 
priate accounts. 

130 United Stales Government obliga¬ 
tion*, direct and fully guaranteed. 

This account will represent the cost 
of temporary investments made from 
general cash funds in direct obligations 
of the United States Government and 


obligations guaranteed as to principal 
and interest by the United States Gov¬ 
ernment. When United States Savings 
Bonds redeemable at par value on matu¬ 
rity are purchased at less than face 
value, the increase in redemption value 
may be periodically charged to this ac¬ 
count with concurrent credit to account 
No. 510—Interest on UB. Government 
securities. 

Debit: 

(a) With cost of such securities ac¬ 
quired. 

(b) With increase In redemption value 
of United States Savings Bonds. 

Credit: 

fa) With redemption value of United 
States Savings Bonds redectned. 

fb) With cost of such securities sold 
or disposed of otherwise. 

Note: Increase In value over coat of United 
States Treasury bUla. which are Issued at a 
discount and are noninterest bearing. wUl 
not be reflected In this account but will be 
debited at the end of each month to account 
No. ISO—Accrued Interest receivable, with 
concurrent credit to account No. 510—Inter¬ 
est on US. Government securities. 

(See accounts Nos. 570 and 700) 

131 Insurrd savings account*. 

This account will include the balances 
in subaccounts Nos. 131.1,131.2. etc. 

131.1 Injured savings in ___ 

This account will represent funds In 
an insured savings account In an Insti¬ 
tution the accounts of which are Insured 
by the Federal Savings and Loan Insur¬ 
ance Corporation. 

Debit: 

(a) With amount of funds deposited. 

(b) With amount of dividends received 
on such deposits. 

Credit: 

(a) With amount of funds withdrawn. 

1 -10 Notes receivable. 

This account wUl represent the unpaid 
balance of miscellaneous notes receiv¬ 
able. Notes representing amounts due 
from debtors on sale of assets acquired 
in liquidation of loans and debt securi¬ 
ties will be reflected in account No. 210. 

Debit: 

(a) With amount of such miscellane¬ 
ous notes received. 

Credit: 

(a) With amount collected on princi¬ 
pal of such miscellaneous notes. 

<b) With unpaid principal balance 
written oil or disposed of otherwise. 

(See account No. 300) 

150 Account* receivable. 

This account will represent the amount 
due on open account for advisory, con¬ 
sulting. appraisal, financial, and miscel¬ 
laneous services rendered, declared divi¬ 
dends receivable on capital stock of small 
business concerns, amounts receivable 
representing sharings in the income of 
small business concerns, and other cur¬ 
rent receivables for which no specific 
accounts have been provided. 

Debit: 

(a) With amount due the company. 

Credit: 

(a) With amount collected. 
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(b> With amount written off or dis¬ 
posed of otherwise. 

(See account No. 390) 

154 Accounts receivable for compensa¬ 
tion on participations sold. 

This account, on the books of the “ini¬ 
tiating” company, will represent the 
amount of accrued compensation receiv¬ 
able for services rendered to ‘‘participat¬ 
ing** companies, such as banks, small 
business Investment companies, and oth¬ 
er lenders or investors, on their participa¬ 
tions in loans (Section 305), debt securi¬ 
ties (Section 304). assets acquired in 
liquidation of loans and debt securities, 
and amounts due from debtors on sale 
of assets acquired in liquidation of loans 
and debt securities of the “initiating” 
company. 

Debit: 

(a) With amount of accrued compen¬ 
sation for such services rendered. 

Credit: 

(a) With amount of such accrued 
compensation collected. 

(b) With amount of such accrued 
compensation written off or disposed of 
otherwise. 

(Sec accounts Nos. 390 and 530) 

155 Accounts receivable for commitment 
fees on deferred participations and 
financing commitments. 

Tills account, on the books of the 
‘‘participating” company, will represent 
the amount of accrued commitment fees 
receivable for making funds available 
on a deferred basis to “initiating” com¬ 
panies. such as banks, small business In¬ 
vestment companies, and other lenders, 
in connection with their financing of. or 
commitments to finance, small business 
concerns, or in connection with their ac¬ 
quisitions of loans or equity securities 
from other small business investment 
companies. 

In addition, an “Initiating** company 
will use this account to record the 
amount of accrued commitment fees re¬ 
ceivable for making funds available on 
a deferred basis on commitments to fi¬ 
nance small business concerns. 

Debit: 

(a) With amount of such accrued fees. 

Credit: 

<a> With amount of such accrued fees 
collected. 

(b) With amount of such accrued fees 
written off or disposed of otherwise. 

Note: A deferred participation la defined 
os a commitment under a participation 
agreement whereby the “participating" com¬ 
pany will make funds available on a deferred 
basis to the “initiating" company In connec¬ 
tion with the latter's financing of. or commit¬ 
ment to finance, a small business conoem. 
or In connection with sn "initiating" small 
business Investment company's acquisition 
of loans or equity securities from other such 
oompanies. 

(Sec accounts Nos. 390 and 500) 

160 Accrued Interest receivable. 

This account will represent the amount 
of interest accrued on loans to and debt 
securities of small business concerns. 
United States Government obligations, 
direct and fully guaranteed, notes re¬ 
ceivable. sales contracts, and other In¬ 


terest-bearing amounts due from debtors. 
Including funds placed In escrow pending 
the closing of financing. 

On the books of the “Initiating” com¬ 
pany. the full amount of interest accrued 
on loans (Section 305) and debt securi¬ 
ties (Section 304) participated in by 
others will be reflected In this account 
(tending collection from borrowers, or 
other disposition thereof (account No. 
352 will be credited with amount due 
“participating” companies). 

On the books of the “participating” 
company, interest accrued on the amount 
of the company’s participation In loans 
and debt securities of others will be re¬ 
flected in this account pending receipt 
of payment from the “initiating” com¬ 
pany. or other disposition thereof. 

Debit: 

(a) With amount of accrued Interest 
purchased, at date interest-bearing obli¬ 
gations are acquired. 

(b) At the end of each month, with 
amount of interest accrued on all items 
covered by this account on that date. 

<c) With amount of interest accrued 
during the month on such items disposed 
of during the month. 

Credit: 

(a) With amount of interest payments 
received. 

<b> With amount of accrued Interest 
transferred to assets acquired in liquida¬ 
tion of loans and debt securities. 

(c) Upon disposition of interest-bear¬ 
ing obligations, with amount of accrued 
interest thereon included In this account. 

<d) With amount of accrued Interest 
written off or disposed of otherwise. 

Note 1: At the option of the company, 
interest payments received In cash from 
debtors prior to the Interest maturity date 
may he credited to account No. 376—Advance 
interest payments, until the maturity date. 

Note 2: Accrual of interest receivable 
should be discontinued with respect to any 
loan or debt security financing a small busi¬ 
ness concern which Is in bankruptcy, or on 
the verge thereof, or otherwise considered to 
be insolvent. Any Interest payments received 
from such a debtor should not be treated as 
Interest income, but should be either cred¬ 
ited aa payments on principal of the debt 
or credited as deferred Income In aocount No. 
386.1—Other liabilities—general, pending 
determination of tho appropriate accounting. 
In less serious situations, when Interest re¬ 
ceivable Is accrued under circumstances In 
which the financed small business concern 
has not earned the amount thereof, or the 
fair value of the loan or debt security as 
determined In good faith by the board of 
directors is less than cost, or recovery thereon 
is doubtful, an addition to tho allowance 
for uncollectible Interest receivable should 
be made In an amount equivalent to the ac¬ 
crual of interest receivable, or. as an alter¬ 
native. the Interest Income should be 
deferred in account No. 3861 as above 
indicated. 

170 Ixians (Section 305). 

This account will represent the un¬ 
paid balance of net funds advanced on 
loons made to small business concerns 
pursuant to Section 305 of the Small 
Business Investment Act of 1958, as 
amended. 

Debit: 

(a) With face amount of direct loans. 

(b> On the books of the “initiating” 
company, with total face amount of the 


loan made to borrower by both the “ini¬ 
tiating” company and the “participating" 
company (account No. 330 will be errd- 
ited with the portion purchased by the 
“participating" company). 

(c) On the books of the “participat¬ 
ing" company, with amount of partici¬ 
pations in loans of others. 

<d) With that portion of amount col¬ 
lected allocable to discount, fees, and 
other charges included in the face 
amount of direct loans but withheld 
from disbursements to debtor small busi¬ 
ness concents (contra credit will be made 
to account No. 253). 

(e) On the books of the “initiating" 
company, with total amount collected al¬ 
locable to such discount, fees, and other 
charges included in the face amount of 
loans, but withheld from disbursement* 
to debtor small business concerns, in con¬ 
nection with loans participated in by 
other lenders (contra credit will be made 
to account No. 253 for the “initiating** 
company*8 portion and to account No. 
330 for the “participating” company** 
portion). 

(f) On the books of the “particlpat* 
ing“ company, with amount collected al¬ 
locable to that portion of such discount, 
fees, and other charges Included in the 
face amount of loans, but withheld fro© 
disbursements to debtor small business 
concerns, which is assigned to the “ptr* 
tlclpating” company in connection with 
its participations in loans of other lend¬ 
ers (contra credit will be made to account 


No. 253). 

(g) With unpaid principal of loan* 
represented by renewal notes accepted 
or notes taken in substitution for Uio« 
held (appropriate adjustment will tx 
made to account No. 253). 

(h) With reversal of prior credit* 
when checks received representing re¬ 
payments are dishonored, etc. 

Credit: , . 

(a) With amount of uncollected Ac¬ 

count. fees, and other charges lnclua. 
in the face amount of direct loan* JJ®* 
withheld from disbursements to dew 
small business concerns (contra 
will be made to account No. 253). . 

(b) On the books of the 
company, with total amount of unc 
iected discount, fees, and other charge 
Included in the face amount of j • 
but withheld from disbundfflwW 
debtor small business concent- 1ln . ^ 
nection with loans participated^^ 
other lenders (contra debit will be 

to account No. 253>. _ 

(c> On the books of the P** . 
pating” company, with that port 
uncollected discount, fees, wkiI . 
charges included in the face 
loans, but withheld from disburse©*” 
to debtor small business concerns, 
is assigned to the “participati jDg . 
pany in connection with its P* ' ^ 
tlons in loans of other tender* ^ „ 
debit will be made to account No. - 
(d) With amount collected on J 
amount of direct loans. .Hating" 

<e> On the books of the “ Ini 
company, with full amount ooHJ* 
unpaid principal of loans partlcip**- 
in by others. . 

(f) On the books of the P*. * 
lng“ company, with full amount Iff * 
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participations In loans of others are re¬ 
duced by repayments transmitted by the 
-initiating" company. 

cg> With unpaid principal of loans 
represented by notes renewed or for 
which other notes have been substituted 
tippropriate adjustment will be made 
to account No. 253). 

(h) With amount transferred to assets 
acquired In liquidation of loans and debt 
Kcurities <appropriate adjustment will 
be made to account No. 253). 

<i> With unpaid principal of loans 
written oil or disposed of otherwise (ap¬ 
propriate adjustment will be made to 
account No. 253). 


Hem: 1: It la assumed that In all loan 
participation arrangements the "Initiating'* 
company will service the loans. 

Kerrs 2: It la recommended that Individ¬ 
ual loan ledger car da or sheets be maintained 
for ail loans. Such ledger cards or sheet* 
should contain the detailed Information 
needed for account No. 253—Uncollected dis¬ 
count, fees, and other charges on loans (Sec¬ 
tion 305). account No. 330—Participations 
of other lenders In loans, and account No. 
1*1—Unearned discount, fees, and other 
charges oa loans (Section 305). 


(See accounts Nos. 310 and 392) 


I T9 Fund* in escrow pending closing of 

financing. 

This account will represent the 
amount of funds placed In escrow pend¬ 
ing the closing of financing for small 

business concerns. 

Debit: 

<a) With amount of funds placed In 

fcacrow. 

Credit: 

<a) With amount of funds withdrawn 

irom escrow. 


180 DfU securities, convertible, and 
with stock purchase warrants or op¬ 
tions ( Section 304). 

This account will represent the unpaid 
JHUjncc of net funds advanced on small 
concern*' debt securities, con¬ 
vertible, and with attached stock pur- 
varrants or options acquired by 
th! C ^ P ^ y I >ursu ^nt to Section 304 of 
we small Business Investment Act of 
amended. If the stock purchase 
jwranu. options, or other stock rights 
a separate purchase cost, or If a 
jeparate cost has otherwise been deter- 
or S* warrants, options. 

L^ suxk right* will be reflected at 

DcM? 1 * n account No - ,98 - 

riti?, 1 amou nt of debt secu* 

cW ^^ crt ‘ ble - M <> with stock pur- 
<b) f^f r *K >tS v° r opUons acquired 

eorawmv t ^ books of the “Inltlatlnit" 
total face amount of the 
*ock Mr!h? w ' convertible, and with 
chased h* C »wK a ' ftrrante or options pur- 
UuX the' , w5iSS “h^itiaUng” company 

count No STSSTS*" 5 ° mpany <ac - 

Portlon ^ ** edited with the 

compand h4WCd by thc “Participating" 

wS’-f* *** hooks of thc “partldpat- 
ttans In Dumhk!’i U i. amount of *»rticlpa- 
rtties. conremhi* by °} hcrs of debt secu * 
ehssc *’ and ^h stock pur- 

>«ted £ ) *‘? n ot ^ount col- 

vocable to discount, fees, and 


other charges included in the face 
amount of such debt securities, but with¬ 
held from disbursements to debtor small 
business concerns (contra credit will be 
made to account No. 254 >. 

(e) On the books of the ‘‘Initiating*' 
company, with total amount collected 
allocable to such discount, fees, and other 
charges included in the face amount of 
such debt securities, but withheld from 
disbursements to debtor small business 
concerns, in connection with purchases 
of debt securities participated in by other 
investors (contra credit will be made to 
account No. 254 for the 'initiating” com¬ 
pany's portion and to account No. 331 
for the "participating" company's por¬ 
tion). 

(f) On the books of the "participat¬ 
ing" company, with amount collected 
allocable to that portion of such dis¬ 
count, fees, and other charges included 
in the face amount of such debt secu¬ 
rities, but withheld from disbursements 
to debtor small business concerns, which 
is assigned to thc "participating" com¬ 
pany in connection with its participa¬ 
tions in purchases by other investors of 
debt securities (contra credit will be 
made to account No. 254 >. 

(g) With reversal of prior credits 
when checks received representing re¬ 
payments are dishonored, etc. 

Credit: 

(a) With amount of uncollected dis¬ 
count (including that equivalent to the 
determined cost of warrants, options, 
and other stock rights, as explained in 
Note 3 of account No. 199), fees, and 
other charges Included In the face 
amount of debt securities, convertible, 
and with stock purchase warrants or 
options, but withheld from disburse¬ 
ments to debtor small business concerns 
(contra debit will be made to account 
No. 254). 

(b) On the books of the "initiating" 
company, with total amount of uncol¬ 
lected discount, fees, and other charges 
Included in the face amount of debt secu¬ 
rities, convertible, and with stock pur¬ 
chase warrants or opUons. but withheld 
from disbursements to debtor small busi¬ 
ness concerns, in connection with pur¬ 
chases of debt securities participated in 
by other investors (contra debit will be 
made to account No. 254). 

(c) On the books of the "participat¬ 
ing" company, with that portion of un¬ 
collected discount, fees, and other 
charges Included in the face amount of 
debt securities, convertible, and with 
stock purchase warrants or options, but 
withheld from disbursements to debtor 
small business concerns, which is as¬ 
signed to the "participating" company 
in connection with Its participations In 
purchases by other Investors of debt 
securities (contra debit will be made to 
account No. 254). 

<d> With amount collected on face 
amount of debt securities, convertible, 
and with stock purchase warrants or 
options. 

<©) On the books of the "initiating" 
company, with full amount collected on 
unpaid principal of debt securities, con¬ 
vertible. and with stock purchase war¬ 
rants or opUons, through payments am¬ 
ortizing such securities and on partial 
calls of such securities. 


(f) On the books of the "participat¬ 
ing" company, with full amount by which 
participations in purchases by others of 
debt securities convertible, and with 
stock purchase warrants or options, are 
reduced by repayments transmitted by 
the “initiating" company. 

(g) With unpaid principal of debt se¬ 
curities, convertible, and with stock pur¬ 
chase warrants or options, or portions 
thereof, converted Into capital stock (ap¬ 
propriate adjustment will be made to ac¬ 
count No. 254). 

(h) With unpaid principal of debt se¬ 
curities. convertible, and with stock pur¬ 
chase warrants or options which have 
been divested of stock rights through (l) 
the expiration of the conversion privi¬ 
lege, (2) the exercise or the expiration 
of rights conveyed by nondetachable or 
detachable stock purchase warrants or 
options, or (3) the detachment of de¬ 
tachable stock purchase warrants or 
options. 

(1) With unpaid principal of debt se¬ 
curities, convertible, and with stock pur¬ 
chase warrants or options, transferred 
to assets acquired in liquidation of loans 
and debt securities (appropriate adjust¬ 
ment will be made to account No. 254). 

(j) With unpaid principal of debt se¬ 
curities, convertible, and with stock pur¬ 
chase warrants or options, written off or 
disposed of otherwise (appropriate ad¬ 
justment will be made to account No. 
254). 

Note 1: It 1b assumed that in all arrange¬ 
ments tor participation In the purchase of 
debt securities, convertible, and with stock 
purchase warrants or options the "initiating" 
company will service the financing. 

Note 2: It U recommended that individual 
ledger cards or sheets be maintained for ail 
debt securities, convertible, and with stock 
purchase warrants or options. 8uch ledger 
cards or sheets should contain the detailed 
information needed for account No. 254— 
Uncollected discount, fees, and other charges 
on debt securities (Section 304), account No. 
331—Participations of other investors In 
debt securities, and account No. 384—Un¬ 
earned discount, fees, and other charges on 
debt securities (Section 304). 

(See accounts Nos. 184. 312, and 393, and 
memorandum record No. NA-10) 

18*4 Debt securities divested of stock 
rights (Section 30*4). 

This account will represent the unpaid 
balance of net funds advanced on small 
business concerns' debt securities which 
have been divested of stock rights 
through (1) the expiration of the conver¬ 
sion privilege of convertible debt securi¬ 
ties. (2) the exercise or the expiration of 
rights conveyed by nondetachable or de¬ 
tachable stock purchase warrants or 
options of debt securities, or (3) the de¬ 
tachment of detachable stock purchase 
w arrants or options, obtained in connec¬ 
tion with the acquisition of debt securi¬ 
ties pursuant to Section 304 of the Small 
Business Investment Act of 1958, as 
amended. 

Debit: 

(a) With unpaid principal of debt se¬ 
curities divested of stock rights through 
(I) the expiration of the conversion 
privilege. (2) the exercise or thc expira¬ 
tion of rights conveyed by nondetachable 
or detachable stock purchase warrants or 
options, or (3) the detachment of de- 
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tachable stock purchase warrants or 
options. 

(b> On the books of the "Initiating” 
company, with total unpaid principal of 
the debt securities divested of stock 
rights (account No. 331 will be credited 
with the portion purchased by the "par¬ 
ticipating" company). 

tc) On the books of the "participat¬ 
ing” company, with amount of partici¬ 
pations in purchases by others of debt 
securities which have been subsequently 
divested of stock rights. 

<d> With that portion of amount col¬ 
lected allocable to discount, fees, and 
other charges Included in the face 
amount of such debt securities, but with¬ 
held from disbursements to debtor small 
business concerns (contra credit will be 
made to account No. 254). 

<e> On the books of the "initiating" 
company, with total amount collected 
allocable to such discount, fees, and other 
charges included in the face amount of 
such debt securities, but withheld from 
disbursements to debtor small business 
concerns, in connection with purchases 
of debt securities participated in by other 
Investors (contra credit will be made to 
account No. 254 for the "initiating" com¬ 
pany^ portion and to account No. 331 
for the "participating" company's 
portion). 

(f) On the books of the "participat¬ 
ing" company, with amount collected 
allocable to that portion of such discount, 
fees, and other charges Included in the 
face amount of such debt securities, but 
withheld from disbursements to debtor 
small business concerns, which is as¬ 
signed to the "participating" company in 
connection with its participations in pur¬ 
chases by other investors of debt securi¬ 
ties (contra credit will be made to 
account No. 254). 

(g) With reversal of prior credits when 
checks received representing repayments 
are dishonored, etc. 

Credit: 

(a) With amount of uncollected dis¬ 
count. fees, and other charges Included 
in the face amount of debt securities di¬ 
vested of stock rights but withheld from 
disbursements to debtor small business 
concerns (contra debit will be made to 
account No. 254). 

(b) On the books of the "initiating" 
company, with total amount of uncol¬ 
lected discount, fees, and other charges 
Included in the face amount of debt 
securities divested of stock rights, but 
withheld from disbursements to debtor 
small business concerns, in connection 
with purchases of debt securities partici¬ 
pated in by other investors (contra debit 
will be made to account No. 254). 

(c) On the books of the "participat¬ 
ing" company, with that portion of un¬ 
collected discount, fees, and other 
charges included In the face amount of 
debt securities divested of stock rights, 
but withheld from disbursements to 
debtor small business concerns, which is 
assigned to the "participating" company 
in connection with its participations In 
purchases by other investors of debt se¬ 
curities (contra debit will be made to 
account No. 254 >. 

<d> With amount collected on face 


amount of debt securities divested of 
stock rights. 

<e) On the books of the "Initiating" 
company, with full amount collected on 
unpaid principal of debt securities di¬ 
vested of stock rights through payments 
amortizing such securities and on partial 
calls of such securities. 

(f) On the books of the "participat¬ 
ing" company, with full amount by which 
participations in purchases by others of 
debt securities which have been subse¬ 
quently divested of stock rights are re¬ 
duced by repayments transmitted by the 
"initiating" company. 

(g) With unpaid principal of debt se¬ 
curities divested of stock rights trans¬ 
ferred to assets acquired In liquidation 
of loans and debt securities (appropriate 
adjustment will be made to account No. 
254). 

(h) With unpaid principal of debt 
securities divested of stock rights writ¬ 
ten off or disposed of otherwise (appro¬ 
priate adjustment will be made to ac¬ 
count No. 254). 

Note: It is assumed that In all arrange¬ 
ments for participation In the purchase of 
debt securities the "initiating** company will 
service the financing. 

Nor* 2: It is recommended that Individual 
ledger cards or sheets be maintained for all 
debt securities which have been divested of 
stock rights. Such ledger cards or sheets 
should contain the detailed information 
needed for account No. 254—Uncollected dis¬ 
count. fee*. and other charges on debt securi¬ 
ties (Section 304), account No. 331—Partici¬ 
pations of other investors in debt securities, 
and account No. 384—Unearned discount, 
fees, and other charges on debt securities 
(Section 304). 

(See accounts Nos. 180. 314, and 393) 

190 (envcrtiblr capital stock of SBCs. 

This account will represent the value 
at cost of small business concerns' con¬ 
vertible capital stock acquired by the 
company pursuant to Section 304 of the 
Small Business Investment Act of 1958, 
as amended. Conversion rights for 
which a separate cost has been deter¬ 
mined will be reflected In account No. 
199. 

Debit: 

(a) With cost of such convertible capi¬ 
tal stock acquired. 

<b> On the books of the "initiating" 
company, with total cost of the convert¬ 
ible capital stock of SBCs purchased by 
both the "Initiating" company and the 
‘•participating" company (account No. 
332 will be credited with the portion 
representing the investment of the par¬ 
ticipating" company). 

<c> On the books of the "participat¬ 
ing" company, with amount of participa¬ 
tions in acquisitions by others of convert¬ 
ible capital stock of SBCs. 

Credit: 

(a) With cost of such convertible capi¬ 
tal stock converted to another class of 
capital stock. 

(b) With cost of such convertible cap¬ 
ital stock in connection with which the 
conversion privilege has expired. 

<c> With cost of such convertible cap¬ 
ital stock written off or disposed of other¬ 
wise. 

Note 1 : It is assumed that in all arrange¬ 
ment* for participation In tho acquisition 


of capiUl stock of SBCs the "Initiating" eon. 
pany will service the financing. 

Note 2: It is recommended that Indlrldual 
ledger cards or sheets be maintained for iU 
convertible capital stock of SBCs such 
ledger cards or sheet* should contain Uj« 
detailed Information needed for account So, 
332—Participations of other Investor* in cap¬ 
ital stock of SBCs. 


(See accounts Nos. 198 and 391 < 


191 Capital Mock of SUO *ilh Mori 
purchase warrants or options. 


This account will represent the value 
at cost of small business concerns* capi¬ 
tal stock with attached stock purchase 
warrants or options acquired by the com¬ 
pany pursuant to Section 304 of the 
Small Business Investment Act of 195S. 
as amended. If the stock purchase war¬ 
rants or options have a separate pur¬ 
chase cost, or if a separate cost hu 
otherwise been determined for them, the 
warrants or options will be reflected at 
such cost in account No. 199. 

Debit: 

(a) With cost of such capita! stock of 
SBCs with stock purchase warrants or 
options acquired. 

(b) On the books of the •‘initiating" 
company, with total cost of the capital 
stock of SBCs with stock purchase war¬ 
rants or options purchased by both the 
"initiating" company and the "partici¬ 
pating" company (account No. 332 will 
be credited with the portion representing 
tho investment of the "participating" 


company). 

(c) On the books of the "participat¬ 
ing" company, with amount of partici¬ 
pations in acquisitions by others of capi¬ 
Ul stock of SBCs with stock purcha* 


warrants or options. 


Credit: . . 

(a) With cost of such capital stock ol 
SBCs with stock purchase w^arranti or 
options which has been divested of stock 
purchase rights through either <D tw 
exercise or the expiration of rifwl oofi- 
veyed by nondetachablc or dctacnawe 
stock purchase warrants or options, or 
<2) the detachment of detachable 


purchase warrents or options . 

(b) With cost of such capital stock « 
SBCs with stock purchase 
options written off or disposed of other¬ 


wise. 


Note l: It la assumed that In *JJ*®*JJ 
lumt* for participation In the * c 9 ul **~Lh ali 
apltiU stock of SBCs with stocky 
rarrant* or options the "Initiating coenp 40 
rill service the financing. „ 

Nan 2: It is recommended that indlvM 
Bdger cords or sheets be m*lntxtacd* _ 
apiuti stock of SBOs with stock p ^ 
r*rr*nt* or options Such 
heet* should contain the deUU^h^S. 
ion needed for account No. 333 
ion* of other Investors In capital * 

SSb ' tA 

accounts Nos. 198 and 3K 




198 Capital Mock of SBCa—«**>**• 

This account will represent the, * 
at cost of small business conc ^~ 
tal stock acquired by the comp f°i nur . 
out conversion privileges or « 
chase warrants or options, or - ^ 

on the books as the result of < ^ 

piration of the conversion P* 5* (2) 
convertible capital stock of 
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the exercise or the expiration of rights 
conveyed by nondetachable or detach¬ 
able flock purchase warrants or options* 
or <3) the detachment of detachable 
stock purchase warrants or options, ob¬ 
tained In connection with the acquisition 
of capital stock of small business con¬ 
cerns pursuant to Section 304 of the 
Small Business Investment Act of 1958. 
as amended. 

Debit: .' ‘ ^ # 

<a> With cost of such capital stock of 
SBCs—other acquired through (1) pur¬ 
chase, <2> conversion of convertible debt 
lecurities or convertible capital stock of 
SBC®, or (3) exercise of rights conveyed 
by stock purchase warrants or options 
issued by small business concerns in con¬ 
nection with their debt securities or capi¬ 
tal stock acquired by the company. 

<b> With cost of such capital stock of 
SBCs—other resulting from (1) the ex¬ 
piration of the conversion privilege of 
convertible capital stock of SBCs. (2) 
the expiration of rights conveyed by 
nondetachable or detachable stock pur¬ 
chase warrants or options, or (3) the 
detachment of detachable stock pur- 
ehwo warrants or options, obtained In 
connection with the acquisition of capi¬ 
tal stock of small business concerns. 

<c) On the books of the “initiating” 
company, with total cost of the capital 
itock of SBCs—other acquired or subse¬ 
quently existing on the books without 
conversion privileges or stock purchase 
warrants or options (account No. 332 
will be credited with the portion repre¬ 
senting the investment of the “partici¬ 
pating** company). 

<d) On the books of the “participat¬ 
ing” company, with amount of partici¬ 
pations in capital stock of SBCs—other 
acquired by or subsequently existing on 
the books of others without conversion 
Privileges or stock purchase warrants 
or options. 

Credit: 

<a> With cost of such capital stock of 
®Ck—other written off or disposed of 

otherwise. 


bora l: U U assumed that In all arrange- 
JjjfJJU for participation In capital stock ol 
BBC *-'Othcr the ••initiating** company will 

•wvlce the financing. 

Kor* 2: It u recommended that Individ- 
wu Kdgcr cords or sheets be maintained foi 
„ JWal stock of SBCs—other acquired 
existing without conver- 
wn privilege or stock purchase warrant! 

6uch ledger cards or sheetc 
^ contain the detailed information 
r ° r account No. 332—Participation! 

ln *tock at SBC. 

of capital .toot 
3. eXerc, “ of r, * hu comreyed by Mod 
bn[rr~* *“ nuM * or option, burned by antal 
,n con °ecUon with theii 
konilre^lfi 1 !? 0r “ p,ul ,toc * prtvlounlj 
•*2ericn u b » *£,* the * mount ° r «*»« 

c ^nm by 0,8 COfn P* n T in tb< 

be 01 th * c * pltal *“ 

.k 0 ** ot O'® »toclt in the 
“ °» «*<* purehata rlghu 
OUvtrwL-e 7h*^ t * n °« nln “» »»>“« 

the current Ihe stock will comprtu 

pUu “»• «■» of th. 
Von 4 i?* 0 ** aujT «d€red. 

^urUicV o t °* 00nver tlble deb 

capital stock business concerns lnt< 

***• captui su?k 'Sr ^ Ve ? lon * 01 convcirt 
°f capital a^v lnt0 another cla& 

*• value at cost of thi 

No 43—|>t. n- 2 


particular convertible security should be 
considered the cost of the capital stock 
rccoived ln the conversion, unless there is 
an ascertainable market value for one or 
the other class of securities Involved ln the 
transaction. In the latter cose, the market 
bid price should govern the entries to he 
made and the amount of gain or loss to be 
recorded, provided that the securities for 
which there Is a market are registered or 
readily registrable and salable, and further 
provided that. In the opinion of the Board 
of Director*, the bid price could be realized 
upon Immediate liquidation of the invest¬ 
ment. 

(Sec accounts Nos. 190. 194, 199. 254, 
and 394) 

199 Warrants options and other Block 
right* acquired from SBCs. 

This account will represent the value 
at purchase price or at cost as otherwise 
determined of warrants, options, and 
other stock rights acquired by the com¬ 
pany from small business concerns pur¬ 
suant to Section 304 of the Small Busi¬ 
ness Investment Act of 1958. as amended. 
The account will Include conversion 
rights for which a separate cost has been 
determined. 

Detachable stock purchase warrants 
or options on stock of SBCs for which no 
consideration Is given distinct from that 
surrendered for the debt securities or 
capital stock which they accompany, or 
for which no separate cost has been de¬ 
termined, will be reflected ln memo¬ 
randum record No. NA-10, If retained 
after the financing Instruments which 
they accompanied have been disposed of. 
(Reference should be made to Treasury 
regulations concerning the treatment of 
options acquired by lenders or Investors 
ln connection with investments.) 

Debit: 

(a) With cost of such warrants, op¬ 
tions. or other stock rights acquired. 

(b) On the books of the “Initiating” 
company, with total cost of the war¬ 
rants, options, or other stock rights pur¬ 
chased by both the “Initiating” company 
and the “participating” company (ac¬ 
count No. 333 will be credited with the 
portion representing the investment of 
the “participating” company). 

(c) On the books of the “participat¬ 
ing” company, with amount of partici¬ 
pations In acquisitions by others of war¬ 
rants. options, or other stock rights. 

Credit: 

(a) With cost of such warrants, op¬ 
tions. or other stock rights surrendered 
in exercising the stock rights. 

(b) With cost of such warrants, op¬ 
tions, or other stock rights sold or dis¬ 
posed of otherwise, 

<c) With cost of such warrants, op¬ 
tions, or other stock rights for which the 
exercise period has expired. 

Note 1: It ia assumed that In all arrange¬ 
ment a for participation ln the acquisition of 
warranto, options, or other stock rights ac¬ 
quired from SBCs the -initiating** company 
will service the financing. 

Not* 2: It Is recommended that individual 
ledger cards or sheets be maintained for all 
warrants, options, or other stock rights ac¬ 
quired from SBCs. Such ledger cords or 
sheets should contain the detailed Informa¬ 
tion needed for account No. 383—Participa¬ 
tions of other investors In warrants, options, 
and other stock rights acquired from SBCs. 


Not* 3: The cost of warrants, options, and 
other stock rights acquired from SBCs for a 
separate consideration will be charged to 
this account, with a credit to cash. If war¬ 
ranto. options, or other stock rights ore ac¬ 
quired from SBCs without a separate con¬ 
sideration end a cost thereof Is otherwise 
determined, such cost will be established ln 
this account. In such event, tho payment 
far the debt security or capital stock certifi¬ 
cate which accompanied the stock rights 
will be allocated between the obligation or 
stock and the stock rights. Cash will be 
credited for the determined cost of the stock 
rights. Cash also will be credited for the 
amount of the debt security or stock re¬ 
ceived less the amount withheld from dis¬ 
bursement ln relation to the debt security or 
stock received, which is equivalent to the 
determined coat of the stock rights plus (In 
the case of a debt security) any other with¬ 
holding from net funds advanced. In the 
purchase of a debt security the deduction 
equal to the determined cost of the stock 
rights, plus any other withholding from net 
funds advanced, will be treated as unearned 
discount on the debt security and credited 
to account No. 384—Unearned discount, fees, 
and other charges on debt securities (Section 
304). A simultaneous entry will be made 
for the same amount crediting the appropri¬ 
ate debt security asset account. No. 180— 
Debt securities, convertible, and with stock 
purchase warrants or options (Section 304). 
And debiting account No. 284—Uncollected 
discount, fees, and other charges on debt 
securities (Section 304). In the case of a 
purchase of capital stock, the deduction 
equal to the determined cost of the stock 
rights will serve to reduce the cost of the 
stock to bo recorded, as appropriate. In ac¬ 
count No. 180—Convertible capital stock of 
SBCs, or account No. 194—Capital stock of 
SBCs with stock purchase warrants or op¬ 
tions. 

(See accounts Nos. 198, 577. and 707) 

290 Assets acquired in liquidation of 
loans and debt securities. 

This account will represent the com¬ 
pany's investment in assets acquired by 
foreclosure, or otherwise, ln liquidation 
of loans (Section 305) and debt securi¬ 
ties (Section 304). Judgments, sheriffs* 
certificates (Including property acquired 
subject to redemption), etc., will be re¬ 
flected ln this account. 

The Investment in property at the date 
of acquisition by the company should be 
determined by the Board of Directors 
on the most suitable of the following 
bases, but not to exceed the total amount 
of the related loan or debt security In¬ 
volved: (1) Bid-in price of the property; 
(2) agreed consideration for the prop¬ 
erty; (3) fair appraised value of the 
property. Any remaining indebtedness 
will be written off unless the company 
expects further liquidation of the debt 
from other sources. Insofar as practi¬ 
cable. investment values will be deter¬ 
mined for each individual asset, or unit, 
at the time such assets are recorded ln 
this account, and when an asset Is sold 
only an amount equal to the Investment 
in such asset will be credited to this 
account. 

The company’s investment in real 
property acquired in liquidation of loans 
and debt securities should be recorded 
at gross value as determined by the Board 
of Directors. The amount of any exist¬ 
ing mortgage on such property acquired 
by the company will be reflected In ac¬ 
count No. 319.2. 
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The balance of the latter account will 
not be treated ns a liability on the bal¬ 
ance sheet but will be deducted from 
the asset account. 

The company’s investment in judg¬ 
ments should be recorded at the face 
amount of the judgment. When the 
company acquires the underlying secu¬ 
rity to the related loan or debt security 
outright or subject to redemption, the 
investment in the property should be 
determined in accordance with the bases 
set forth in the second paragraph. 

Debit: 

(a) With amount of the company’s 
investment in the property at the time 
of acquisition. 

(b) With amount of the company’s 
Investment in the property at the date 
of Judgment, sheriffs certificate, etc. 

(c) On the books of the ’’participat¬ 
ing’’ company, with amount of participa¬ 
tion in assets acquired in liquidation of 
loans and debt securities of others. 

Credit: 

(a> With proceeds of partial sale of 
property. 

(b) With amount of the company’s in¬ 
vestment at date of sale, or other dispo¬ 
sition of property. 

(c> With amount written off. 

Not* 1: Collateral notes receivable Acquired 
In the liquidation of loans and debt securi¬ 
ties will be reflected in this account; but 
notes receivable that are subsequently ac¬ 
cepted In connection with the disposition of 
assets acquired in the liquidation of loans 
and debt securities wlU be Included In ac¬ 
count No. 210—Amounts due from debtors 
on sale of assets Acquired in liquidation of 
loans and debt securities. 

Not* 2: The full amount of assets acquired 
in liquidation of loans and debt securities 
participated In by other lenders or Investor* 
will be included In this account on the books 
of the "Initiating" company. 

Not* 3; It Is recommended that subsidiary 
records be maintained In sufficient detail to 
disclose for report and tax purposes all trans¬ 
actions affecting assets acquired In liquida¬ 
tion of loans and debt securities. 

(See accounts Nos. 170, ISO. 184, 334, and 
395. > 

210 Amounts due from debtors on aale 
of assets acquired in liquidation of 
loans and debt securities. 

This account will represent the unpaid 
balance of accounts receivable, notes re¬ 
ceivable. sales contracts, purchase money 
mortgages, and similar evidences of in¬ 
debtedness to the company arising from 
the sale of assets acquired in liquidation 
of loans (Section 305) and debt securi¬ 
ties (Section 304). 

Debit: 

(a) With amount of such receivables. 

<b> On the books of the ’’particlpat- 
ing” company, with amount of participa¬ 
tions in amounts due from debtors on 
sale of assets acquired In liquidation of 
loans and debt securities of other lenders 
or investors. 

Credit: 

(a) With amount collected on princi¬ 
pal of such receivables. 

(b) With amount transferred to assets 
acquired in liquidation of loans and debt 
securities. 


(O With unpaid principal balance 
written off or disposed of otherwise. 

Not* 1: The full amounts due from debtors 
on sale of aaeeu acquired In liquidation of 
loans and debt aecurltlea participated In by 
other lenders or Investors will be included 
in this account on the books of the "Initiat¬ 
ing" company. 

Nor* 2: It is recommended that subsidiary 
records be maintained In sxifflclent detail to 
disclose for report and tax purposes all trans¬ 
actions affecting amounts due from debtors 
on sale of assets acquired in liquidation of 
loans and debt securities. 

(See accounts Nos. 335 and 396) 

220 Prepaid expenses. 

Tills account will represent the unex¬ 
pired or unconsumed portion of expenses 
expressly applicable to future periods 
for which no specific accounts have been 
provided. Such expenses should be 
amortized over the appropriate period. 

Debit: 

<a> With amount of prepaid or de¬ 
ferred expenses. 

Credit: 

(a) At the end of each month, with the 
proportional amount of such expenses 
applicable to the current month. 

Not*: Subsidiary records should be main¬ 
tained to identify the items reflected In this 
account and to facilitate their monthly 
amortization. 

224 I namorli/cd discount on debentures 
payable. 

This account will represent the amount 
of the unamortlzed balance of discount 
on unmatured outstanding debentures 
payable sold by the company for a sum 
less than par. 

Debit: 

(a> With amount of discount on such 
debentures at the time of sale. 

Credit: 

(a) At the end of each month, with the 
monthly amount necessary to amortize 
the discount over the life of such deben¬ 
tures. 

(b) With the unamortlzed portion of 
discount applicable to such debentures 
purchased and retired prior to maturity. 

(c) When such debentures mature 
during the month, with amount of dis¬ 
count applicable to the portion of the 
month the debentures were outstanding. 

(See accounts Nos. 560, 680. and 690) 

230 Furniture and equipment. 

Tills account will represent the cost 
of furniture, fixtures and equipment, in¬ 
cluding automobiles, owned by the com¬ 
pany. The cost of freight, drayage, cart¬ 
age. express, etc., in connection with the 
purchase of such items of furniture and 
equipment, will be Included in this ac¬ 
count. 

Debit: 

(a> With cost of such assets pur¬ 
chased. 

Credit: 

(a) With cost of such assets at the 
time of sale or other disposition. 

Not*: An Inventory record should be 
maintained for all such assets and each Item 
should be tagged or numbered to facilitate 
ready identification. 

(8ee account No. 397) 


210 Corporate prenmcn owned—land. 

This account will represent the actual 
cost of acquisition of the land used at 
the site of the company's office Quarter* 
The account also will include the actual 
cost of any improvements, such as stoat, 
sidewalk and other benefits, applicable 
to the land. 

Debit: 

(a) With actual cost of acquisition of 
the land. 

(b) With actual cost of any improve¬ 
ment to the land. 

Credit: 

(a) With the acquisition cost of the 
land, plus the cost of improvements 
made thereto, when the land is sold or 
disposed of otherwise. 

211 Corporate prrmi»r« owned—build* 

»ng. 

This account will represent the actual 
cost of acquisition of the building used 
as the company’s office quarters. The 
account also will include the actual cost 
of any improvements applicable to Use 
building. 

Debit: 

(a) With actual cost of acquisition of 
the building. 

(b) With actual cost of any Improve¬ 
ment to the building. 

Credit: 

(a) With the acquisition cost of the 
building, plus the cost of improvements 
made thereto, when the building Is sold 
or disposed of otherwise. 

(See account No. 398) 


242 I^aHeliold improvement*. 

This account will represent the actual 
cost of improvements to leased property 
used as the company’s office quarter* 
The amount of this account will be amor¬ 
tized over the life of the lease or the 
life of the improvements, whichever i* 
the shorter. 

Debit: 

(a) With actual cost of improvement* 
to leasehold. 

Credit: . 

(a) At the end of each month, wiw 
the monthly amount necessary to amor* 
tize the cost of leasehold improvement! 


250-252 Capital Mock nub^ripiiom *■ 
(typeand claw) 

mvablf—. - --• 

These accounts will represent the total 
unpaid balances of capital stock * . 
scriptlons receivable from subscribers 
the company's authorized caplU**^ 
A separate subscriptions recelvab* 
count should be provided for cacn 
and class of capital stock. 


DeWt: .a t rfiVk 

(a) With amount of such capital 5 

subscriptions received. 


Credit: , „ axc h 

(a) With amount collected on - 

apital stock subscriptions. . 

(b) With amount of such capita^ 


otherwise. 


(See accounts Nos. 410-412) 
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25$ Uncollected di•count, fee*, and 
other charge* on loans (Section 

$05). 


This account will represent the 
unounl of uncollected discount, fees, and 
ether charges on loans (Section 305) In¬ 
cluded In the face amount of loans 
charged to account No. 170—Loans 
iSeciion 305). 


lA'UU 

fa) With amount of uncollected dis¬ 
count. fees, and other charges Included 
in the face amount of direct loans but 
withheld from disbursements to debtor 
snail business concerns (contra credit 
will be made to account No. 170). 

(b) On the books of the “Initiating" 
company, with total amount of uncol¬ 
lected discount, fees, and other charges 
Included In the face amount of loans, 
but withheld from disbursements to 
debtor small business concerns. In con¬ 
nection with loans participated in by 
other lenders (contra credit will be made 
to account No. 170). 

(c) On the books of the "participat¬ 
ing" company, with that portion of un¬ 
collected discount, fees, and other 
charges included In the face amount 
of loans, but withheld from disburse¬ 
ments to debtor small business concerns, 
which is assigned to the “participating" 
company in connection with its partici¬ 
pations in loans of other lenders (contra 
credit will be mode to account No. 170). 

<d> With amount of any adjustment* 
required because of adjustment of ac¬ 
count No. 170. 

Credit: 

(a) On the books of the “Initiating" 


company, w ah that portion of uncol¬ 
lected discount, fees, and other charges 
Included In the face amount of loans, 
hut withheld from disbursements to 
debtor small business concerns, which 
» assigned to the “participating" com¬ 
pany in connection with its participation 
to the loans (contra debit will be made 
to account No. 330). 

<b> With that portion of amount col¬ 
lected allocable to discount, fees, and 
<*ner charges included in the face 
wnount of direct loans but withheld from 
o^oursements to debtor small business 
concerns (contra debit will be made to 
account No. 170). 

On the books of the “initiating" 
^®Pany. with the “initiating" com- 
cafci. 8 * portion of amount collected allo- 
rhn.^* 0 , 5U ? b dkoount, fees, and other 
arses Included In the face amount of 
but withheld from disbursements 

conn^H f bU5lness concerns, in 

®»n«ction with loans participated In by 

tor^- cnc * ers ( contra debit will be made 
w account No. 170 

th ° b00ks of “Partlclpat- 
aUocnhif n ? Any ’ ***** ara °unt collected 

«^ L „nH l r rt,0n ° f dlS - 

ln thp *w*' nd oUler charges included 
from C ril 8 “° Unt 0f loans - but wlth- 
busiri^ , d bursoment810 debtor small 
the -Darti , ncc . rns ' w ldch is assigned to 
tion with ,l PalingM com i >an y In connec- 
other lend*™ PartJ c*Pations in loans of 

^■^ccunt No no,^ dCbU WU1 be mtW,C 


(c) With amount of any adjustment 
required because of adjustment of ac¬ 
count No. 170. 

Nor*: Appropriate subsidiary records 
should be maintained for all uncollected 
amounts Included In this account to permit 
Identification of such amounts with the 
particular loans to which they relate. 

(Sec account No. 382) 

251 Uncollected discount, fees, and 
other charge* on debt securities (Sec¬ 
tion 301), 

This account will represent the amount 
for uncollected discount, fees, and other 
charges on debt securities (Section 304) 
included in the face amount of debt se¬ 
curities charged to account No. 180— 
Debt securities, convertible, and with 
stock purchase warrants or options (Sec¬ 
tion 304), or account No. 184—Debt se¬ 
curities divested of stock rights (Section 
304). 

Debit: 

(a) With amount of uncollected dis¬ 
count (including that equivalent to the 
determined cost of warrants, options, and 
other stock rights, as explained in Note 
3 of account No. 199), fees, and other 
charges included in the face amount of 
such debt securities but withheld from 
disbursements to debtor small business 
concerns (contra credit will be made to 
account No. 180 or account No. 184, as 
appropriate), 

(b) On the books of the "initiating* 
company, with total amount of uncol¬ 
lected discount, fees, and other charges 
Included in the face amount of such debt 
securities, but withheld from disburse¬ 
ments to debtor small business concerns, 
in connection with purchases of debt 
securities participated in by other in¬ 
vestors (contra credit will be made to 
account No. 180 or account No. 184, as 
appropriate), 

(c> On the books of the “participat¬ 
ing*’ company, with that portion of un¬ 
collected discount, fees, and other 
charges included in the face amount of 
such debt securities, but withheld from 
disbursements to debtor small business 
concerns, which is assigned to the "par¬ 
ticipating" company in connection with 
its participations in purchases by other 
investors of debt securities (contra credit 
will be made to account No. 180 or ac- 
oount No. 184, as appropriate). 

(d) With amount of any adjustment 
required because of adjustment of ac¬ 
count No. 180 or account No. 184. 

Credit: 

(a) On the books of the "initiating" 
company, with that portion of uncol¬ 
lected discount, fees, and other charges 
included in the face amount of such debt 
securities, but withheld from disburse¬ 
ments to debtor small business concerns, 
which is assigned to the "participating*’ 
company in connection with its partici¬ 
pation in purchases of the debt securities 
(contra debit will be made to account No. 
331), 

(b) With that portion of amount col¬ 
lected allocable to discount, fees, and 
other charges included in the face 
amount of such debt securities but with¬ 
held from disbursements to debtor small 
business concerns (contra debit will be 


made to account No. 180 or account No. 
184. as appropriate). 

(c) On the books of the "initiating" 
company, with the "initiating'* com¬ 
pany’s portion of amount collected allo¬ 
cable to such discount, fees, and other 
charges included in the face amount of 
such debt securities, but withheld from 
disbursements to debtor small business 
concerns, in connection with purchases 
of debt securities participated in by other 
investors (contra debit will be made to 
account No. 180 or account No. 184, as 
appropriate). 

(d) On the books of the “participat¬ 
ing" company, with amount collected 
allocable to that portion of such discount, 
fees, and other charges included in the 
face amount of such debt securities, but 
withheld from disbursements to debtor 
small business concerns, which is as¬ 
signed to the "participating” company in 
connection with its participations in pur¬ 
chases by other investors of debt securi¬ 
ties (contra debit will bo made to account 
No. 180 or account No. 184, ns appro¬ 
priate) . 

(e) With amount of any adjustment 
required because of adjustment of ac¬ 
count No. 180 or account No. 184. 

Note: Appropriate subsidiary records 
dhould be maintained for all uncollected 
amounts Included in this account to permit 
identlocation of such amounts with the 
particular debt securities to which they 
relate. 

(See account No. 384) 

235 Amounts due from director*, offi¬ 
cer*, and employees. 

This account will represent the unpaid 
balance of amounts advanced to direc¬ 
tors, officers, and employees. 

Debit: 

(a) With amount of such advances 
made. 

Credit: 

(a) With amount collected on such 
advances. 

<b) With amount transferred to ap¬ 
propriate expense classification upon 
proper authorization. 

(c) With amount written off or dis¬ 
posed of otherwise. 

(See account No. 709). 

256 Organisation co*t«« 

This account will represent the amount 
of legal fees, promotional expense, stock 
certificate costs, incorporation fees, 
taxes, and other related costs incurred 
in organizing the company. 

Debit: 

(a) With amount of such costs in¬ 
curred. 

Credit: 

(a) At the end of each month, with 
the monthly amount necessary to amor¬ 
tize the organization costs in accordance 
with Treasury regulations. 

(See account No. 672) 

257 Other a**rt*. 

This account will Include the balances 
in subaccounts Nos. 257.1, 257.2, etc. 

257.1 Other a**et*—general. 

This account will represent the amount 
of assets of the company not specifically 
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provided for In other accounts, including 
recoverable amounts advanced for the 
protection and preservation of the com¬ 
pany's investments (such as the payment 
of taxes on mortgaged property), but not 
including short-term loans or debt secu¬ 
rities issued to protect the company's 
interests In previously Issued long-term 
loans or equity securities. 

Debit: 

<a> With amount of the company's 
investment in such assets. 

Credit: 

With amount of such assets sold 
or disposed of otherwise, 

(See account No. 709) 

257.2 Ollier a suet*— note* receivable 
maturing after one year. 

This account will represent the unpaid 
balance of miscellaneous notes receiv¬ 
able maturing after one year. Notes 
representing amounts due from debtors 
on sale of assets acquired in liquidation 
of loans and debt securities will be re¬ 
flected in account No. 210. 

Debit: 

(a) With amount of such miscellane¬ 
ous notes received. 

Credit: 

(a) With amount collected on prin¬ 
cipal of such miscellaneous notes. 

(b) With unpaid principal balance 
written off or disposed of otherwise. 

(Sec accounts Nos. 140 and 390) 

LIABILITY AND VALUATION RESERVE 
ACCOUNTS 

300 Note* payable to SB A—direct loan*. 

This account will represent the unpaid 
principal balance of notes payable for 
funds borrowed and received directly 
from the Small Business Administration. 

Debit: 

(a) With amount of principal pay¬ 
ments made on such notes. 

Credit: 

(a) With amount of funds borrowed. 

301 Notes payable to SBA—guaranteed 
loans purchased by SBA. 

This account will represent the unpaid 
principal balance of notes payable for 
funds borrowed from others through 
guaranteed loans which subsequently 
have been purchased by the Small Busi¬ 
ness Administration. 

Debit: 

(a) With amount of principal pay¬ 
ments made on such notes. 

Credit: 

(a) With unpaid principal balance of 
guaranteed loans purchased by SBA 
(contra debit will be made to account 
No. 315). 

302 Debenture* payable, subordinated, 
i 9 *ued to SBA. 

This account will represent the unpaid 
principal balance of funds received by 
the company under Its subordinated de¬ 
benture bonds payable issued to the 
Small Business Administration for funds 
borrowed pursuant to Section 302(a) of 
the Small Business Investment Act of 
1958. as amended. 

Debit: 

<a) With amount of principal pay¬ 
ments made on such debentures. 

Credit: 


(a) With amount of funds received 
under such debentures. 

Nome: The subordinated debenture* pur- 
chaaed by the Small Bualneee Administration 
under Section 302(a) of the Small Bualnees 
Investment Act of 1968. aa amended, ah all 
be deemed a part of the capita) and surplus 
of the company for purposes of Sections 
302(a). 303(b) and 306 of the Act. 

310 Loans sold with recourse. 

This account will represent the unpaid 
balance of net funds advanced on loans 
outstanding to small business concerns 
which have been sold to individuals, 
banks. Insurance companies, or other 
financial Institutions with recourse upon 
the company in the event of default. 

Debit: 

<a» With amount collected on net 
funds advanced on such loans as re¬ 
ported to the company by the purchaser. 

(b) With unpaid balance of net funds 
advanced on such loans repurchased. 

Credit: 

(a) With unpaid balance of net funds 
advanced on such loans sold. 

Not*: This account la contra to account 
No. 170—Loam (Section 306). For balance 
aheet purpose* account No. 310 will be de¬ 
ducted from aooount No. 170. 

312 Debt ftrcuritica, convertible, nml 
*itli Mock purchase warrant* or op¬ 
tions sold with recount*. 

This account will represent the un¬ 
paid balance of net funds advanced on 
unmatured debt securities, convertible, 
and with stock purchase warrants or 
options. Issued by small business con¬ 
cerns to the company, which are sold 
to individuals, banks, insurance com¬ 
panies. or other financial Institutions 
with recourse upon the company in the 
event of default. 

Debit: 

(a) With unpaid balance of net funds 
advanced on such debt securities, con¬ 
vertible. and with stock purchase war¬ 
rants or options paid on maturity as re¬ 
ported to the company by the purchaser. 

(b) With unpaid balance of net funds 
advanced on such debt securities, con¬ 
vertible, and with stock purchase war¬ 
rants or options repurchased. 

Credit: 

(a) With unpaid balance of net funds 
advanced on debt securities, convertible, 
and with stock purchase warrants or 
options sold with recourse. 

Nome: This account la contra to account 
No. 180—Debt securities, convertible, and 
with stock purchase warrant* or options 
(Section 804). For balance sheet purposes 
account No. 313 will be deducted from ac¬ 
count No. 180. 

314 Debt securities diverted of Mork 
right* *old with recourse. 

This account will represent the unpaid 
balance of net funds advanced on small 
business concerns' unmaturod debt se¬ 
curities divested of stock rights which 
are sold to individuals, banks, insurance 
companies, or other financial institutions 
with recourse upon the company in the 
event of default. 

Debit: 

(a) With unpaid balance of net funds 
advanced on such debt securities divested 
of stock rights paid on maturity as re¬ 
ported to the company by the purchaser 


(b) With unpaid balance of net fundi 
advanced on such debt securities divested 
of stock rights repurchased. 

Credit: 

(a) With unpaid balance of net funds 
advanced on such debt securities di- 
vested of stock rights sold with recourse. 

Not*: Thla account la contra to account 
No. 184—Debt securities divested of iloct 
rights (Section 304). For balance tbeet 
purposes account No. 314 will be deducted 
from account No. 184. 


315 Note* payable to ollirr than SBA— 
guaranteed by SBA. 

This account will represent the unpaid 
principal balance of notes payable for 
funds borrowed from other than the 
Small Business Administration and 
guaranteed by the Small Business Ad¬ 
ministration. 

Debit: 

(a) With amount of principal pay¬ 
ments made on such notes. 

(b) With unpaid principal balance of 
guaranteed loans purchased by SBA 
(contra credit will be made to account 
No. 301). 

Credit: 

(a) With amount of funds borrowed. 


316 Notes payable to other than SBA— 
not guaranteed by SBA. 

This account will represent the unpaid 
principal balance of notes payable for 
funds borrowed from other than the 
Small Business Administration and not 
guaranteed by the Small Business Ad¬ 
ministration. 

Debit: 

(a) With amount of principal pay¬ 
ments made on such notes. 

Credit: 

(a) With amount of funds borrowed. 

317 Debenture* payable, uiwiborfc* 
suited. 


This account will represent the par 
value of the company's unsubordinated 
debenture bonds payable which are is¬ 
sued for funds borrowed. 

Debit: 

(a) With the par value of such de¬ 
bentures retired upon maturity. 

(b) With the par value of such de¬ 
bentures purchased and retired by Utt 
company before maturity. 

Credit: u -t. 

(a) With the par value of such «• 
bentures Issued for funds borrowed. 


318 Debenture* payable, -ubordin *'" 1 
i*atir«l to other than SBA. 

This account will represent the P« 
value of the company's subordinated * 
benturc bonds payable which are lss 
to other than the Small Business 
ministration for funds borrowed. 

Debit*. v. dphPfl- 

(a) With the par value of such aew 

tures retired upon maturity. . 

(b) With the par value of 
tures purchased and retired by the 
pany before maturity. 

Credit: , A t . 

(a) With the par value of su^n ^ 
bentures issued to other th* 11 
Business Administration for funds 
rowed. 
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319 Mortgage* payable. 

This account will Include the balances 
In subaccounts Nos. 319.1 and 319.2. 

319.1 Mortgage* payable for fund* bor¬ 
rowed. 

This account will represent the unpaid 
principal balance of mortgages payable 
for funds borrowed on corporate prem¬ 
ises or other real estate owned by the 
company. Purchase money mortgages, 
conditional sales contracts, or similar 
documentary evidence of indebtedness 
given by the company in the acquisition 
ot real property will be included In this 
account. 

Debit: 

(ft) With amount of principal pay¬ 
ments made on such Indebtedness. 

Credit: 

(ft) With amount of funds borrowed. 

319.2 Mortgage* payable on a**«*l» ac¬ 
quired in liquidation of loan* and 
debt *rruritiea. 

This account will represent the unpaid 
principal balance of existing mortgages 
payable on assets acquired by the com¬ 
pany in liquidation of loans and debt 
aecuriUes. The balance of this account 
will not be treated as a liability on the 
balance sheet but as an ofTset to the 
asset account. 

Debit: 

(ft) With amount of principal pay¬ 
ments made on such indebtedness. 

Credit: 

<ft) With amount of such Indebted¬ 
ness. 


320 Nolo* payable—other. 

This account will represent the unpaid 
principal balance of notes payable in 
«tldence of amounts owed by the com¬ 
pany other than for funds borrowed. 
Notes payable, conditional sales con- 
Jracts. and liens for the acquisition of 
jurniture. fixtures, equipment, and auto- 
will be included in this account. 


(a) With amount of principal p 
ments made on such notes. 

Credit: 

amount of unpaid prlnc 

of such notes executed. 

3.30 | urtiripation* of other lender* 

I'Mts-. 


W1U ** US€d °ttly by the 
tho nn* U r* ®?®Pany and will represent 
balan <* of participations 

onwfJ.o n f! ers ln net * unds advanced 
on loans (Section 305). 

adiSriSh! u ? paid Glances of net fundi 
ers n*rt^i° n * loans ln wbic h other lend- 
No no ^ ** carried In account 
account^ the Vitiating'* company fot 
of ulu t I^ C0 I lvcnlencc - T be balance 
liability ^ C 7h t ^ n0t ** treated M fi 
offset to ihl baJa ® ce aheot but as ar 

Debit as3et account * 

count ? n ? xln l of uncollected dis- 
in the fS * Pd other charges included 
held from %T 0Unt of loans ‘ but with- 
busing (•ml^ Uriiemcnt6 10 debtor smai: 
the u Particimtwl 8, - Whlch 15 a5sl *ned U 
Uon SSSWX , compan y in connec- 

(contra credit P tf«i C l? aUon ^ ^ loanj 
No. 253 ). * b® *nade to account 


(b) With amount of repayments trans¬ 
mitted by the “initiating” company to 
the “participating” company in reduc¬ 
tion of such participations. 

Credit: 

(a> With amount of participations of 
other lenders In loans (including as¬ 
signed portion of unearned discount, 
fees, and other charges on loans trans¬ 
ferred from account No. 382). 

<b) With the “participating*’ com¬ 
pany’s portion of amount collected allo¬ 
cable to discount, fees, and other charges 
Included in the face amount of loans, 
but withheld from disbursements to 
debtor small business concerns, in con¬ 
nection with loans participated in by 
other lenders (contra debit will be made 
to account No. 170). 

Not* 1: A participation 1* defined a* an 
undivided interest shared with one or more 
other lender* or investor* In a note, deben¬ 
ture bond, certificate of stock, or other In¬ 
strument evidencing a loan to, or equity 
financing of. a small business concern. 

None 2: Appropriate subsidiary record* 
should be maintained for all loan partici¬ 
pation* of other lender* reflected ln this 
account a* Indicated In Note 2 of account 
No. 170. 


(See account No. 530) 

331 Participations of oilier Investor* in 
debt aeeuritie*. 

This account will be used only by the 
“initiating** company and will represent 
the outstanding balance of participations 
by other investors. Incorporated or un¬ 
incorporated. in net funds advanced on 
debt securities (Section 304). 

The total unpaid balances of net funds 
advanced on debt securities, convertible, 
and with stock purchase warrants or 
options, and debt securities divested of 
stock rights, in which other Investors 
participate, will be carried by the “Ini¬ 
tiating'* company in accounts Nos. 180 
and 184, respectively, for accounting con¬ 
venience. The balance of this account 
will not be treated as a liability on the 
balance sheet but as an offset to the re¬ 
lated asset accounts. 

Debit: 

(a) With amount of uncollected dis¬ 
count. fees, and other charges included 
in the face amount of debt securities, but 
withheld from disbursements to debtor 
small business concerns which Is as¬ 
signed to the “participating” company 
in connection with its participation ln 
purchases of the debt securities (contra 
credit will be made to account No. 254). 

(b) With amount of repayments trans¬ 
mitted by the “initiating** company to 
the “participating** company ln reduc¬ 
tion of such participations. 

Credit: 

(a) With amount of participations of 
other investors in debt securities (in¬ 
cluding assigned portion of unearned 
discount, fees, and other charges on debt 
securities transferred from account No. 
384 >. 

<b> With the “participating” com¬ 
pany’s portion of amount collected allo¬ 
cable to discount, fees, and other charges 
included in the face amount of debt 
securities, but withheld from disburse¬ 
ments to debtor small business concerns, 
in connection with purchases of debt 
securities participated in by other in¬ 


vestors (contra debit will be made to 
account No. 180 or account No. 184, as 
appropriate). 

Not* 1: A participation l* defined a* an un¬ 
divided interest shared with one or more 
other lender* or Investors in a note, deben¬ 
ture bond, certificate of stock, or other in¬ 
strument evidencing a loan to. or equity 
financing of, a small business concern. 

Not* 2: Appropriate subsidiary record* 
should be maintained for all participations 
of other Investor* In debt securities as indi¬ 
cated In Note 2 of accounts Nos. 180 and 184. 

(See account No. 530> 

332 Participation** of oilier investor* in 
capital Mock of SBC*, 

This account will be used only by the 
“initiating” company and will represent 
the outstanding balance of participations 
by other investors, incorporated or unin¬ 
corporated, in capital stock of SBCs. 

The total value at cost of small busi¬ 
ness concerns* capital stock in which 
other Investors participate will be car¬ 
ried by the “Initiating** company in ac¬ 
counts Nos. 190. 194, and 198, respec¬ 
tively, for accounting convenience. The 
balance of this account will not be 
treated as a liability on the balance sheet 
but as an offset to the related asset ac¬ 
counts. 

Debit: 

(a) With amount of reductions of such 
participations. 

Credit: 

<a> With amount of participations of 
other investors in capital stock of SBCs. 

None 1: A participation U defined a* an 
undivided interest shared with one or more 
other lender* or investor* ln a note, deben¬ 
ture bond, certificate of stock, or other in¬ 
strument evidencing a loan to. or equity fi¬ 
nancing of, a small business concern. 

Not* 2: Appropriate subsidiary records 
should be maintained for oil participations 
of other investors In capital stock or BBC* as 
indicated in Note 2 of account* Nos. 190, 194. 
and 198. 

(Sec account No. 530) 

333 Participation** of other investor* in 
warrant*, option*, and other stork 
right* acquired from SBC*. 

Tills account will be used by the “ini¬ 
tiating** company and will represent the 
outstanding balance of participations by 
other Investors, incorporated or unincor¬ 
porated, In warrants, options, and other 
stock rights acquired from SBCs. 

The total cost of such warrants, op¬ 
tions, and other stock rights In which 
other investors participate will be carried 
by the “initiating** company In account 
No. 199 for accounting convenience. 
The balance of this account will not be 
treated as a liability on the balance sheet 
but as an offset to the related asset ac¬ 
count. 

Debit: 

(a > With amount of reductions of such 
participations. 

Credit: 

<a> With amount of participations of 
other investors ln warrants, options, and 
other stock rights acquired from SBCs. 

Not* 1: A participation U defined a* an un¬ 
divided interest shared with one or more 
lenders or investors In a note, deben¬ 
ture bond, certificate of stock, or other ln- 
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strument evidencing a loon to. or equity 
financing of. a small business concern. 

Note 2: Appropriate subsidiary records 
should be maintained for ail participations 
of other investors In warrants, options, and 
other stock rights acquired from 8BCs as In¬ 
dicated in Note 2 of account No. IPO. 

(See account No. 530) 

33-1 Participation* in awh acquired In 
liquidation of loans and debt securi¬ 
ties. 

This account will be used only by the 
••initiating° company and will represent 
the outstanding balance of participa¬ 
tions by other lenders or investors In 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304). The total amount of such 
assets will be carried in account No. 200 
by the “initiating 0 company for account¬ 
ing convenience. The balance of tills 
account will not be treated as a liability 
on the balance sheet but as an offset to 
the asset account 

Debit: 

(a) With amount of reductions of such 
participations. 

Credit: 

(a) With amount of participations of 
other lenders or investors in assets ac¬ 
quired in liquidation of loans and debt 
securities. 

Note: Appropriate Rubnl diary record* 
should be maintained for all participation 
of other lenders or Investors In assets ac¬ 
quired in liquidation of loans and debt se¬ 
curities reflected in this account os indicated 
In Note 3 of account No. 200. 

(See account No. 530) 

333 Participations in amounts due from 
debtor* on sale of assets acquired in 
liquidation of loons and debt securi¬ 
ties. 

This account will be used only by the 
“initiating 0 company and will represent 
the outstanding balance of participa¬ 
tions by other lenders or investors in 
amounts due from debtors on sale of 
assets acquired In liquidation of loans 
(Section 305> and debt securities (Sec¬ 
tion 304). The total unpaid balance of 
such amounts due will be carried in ac¬ 
count No. 210 by the “initiating 0 com¬ 
pany for accounting convenience. The 
balance of this account will not be 
treated as a liability on the balance sheet 
but as an offset to the asset account. 

Debit: 

<a) With amount of reductions of such 
participations. 

Credit: 

<a) With amount of participations of 
other lenders or investors in amounts 
due from debtors on sale of assets ac¬ 
quired in liquidation of loans and debt 
securities. 

Note: Appropriate subsidiary records 
should be maintained for all participations 
of other lenders or investors In amounts due 
from debtors on sole of assets acquired In 
liquidation of loans and debt securities re¬ 
flected in this account os Indicated In Note 
2 of account No. 210. 

(See account No. 530) 

310 Acrount* payable for compensation 
on participation* purchased. 

This account, on the books of the 
••participating- company, will represent 


the amount of accrued compensation 
payable for services rendered to it on its 
participations In loans, debt securities, 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304). and amounts due from debtors 
on sale of assets acquired in liquidation 
of loans (Section 305) and debt securi¬ 
ties (Section 304) of the “Initiating" 
company. 

Debit: 

(a) With amount of such accrued com¬ 
pensation paid or disposed of otherwise. 

Credit: 

(a) With amount of such accrued 
compensation. 

(See account No. 630) 

312 Accounts payable for commitment 
fees on deferred participation*. 

This account, on the books of the 
“initiating 0 company, will represent the 
amount of accrued commitment fees 
payable for having funds made available 
on a deferred basis by “participating** 
companies such as banks, small business 
investment companies, and other lenders 
In connection with the financing of. or 
commitments to finance, small business 
concerns. 

Debit: 

(a) With amount of such accrued fees 
paid. 

Credit: 

(a) With amount of such accrued fees. 

Note: A deferred participation Is defined 
as a commitment under a participation 
agreement whereby the “participating'* com¬ 
pany will make funds available on a de¬ 
ferred basis to the “Initiating" company In 
connection with the latter's financing of, or 
commitment to finance, a small business 
concern, or in connection with an “Initiat¬ 
ing" small business investment company's 
acquisition of loans or equity securities 
from other such companies. 

(See account No. 600) 

311 Account* payable—other. 

This account will represent amounts 
payable on open account for which other 
specific accounts have not been pro¬ 
vided. 

Debit: 

(a) With amount of such indebtedness 
paid, or disposed of otherwise. 

Credit: 

(a) With amount of such Indebtedness 
Incurred. 

330 Accrued inter?*! payable. 

This account will represent the 
amount of liability for Interest accrued 
on the company's notes, mortgages and 
debentures payable, and on loans (Sec¬ 
tion 305) and debt securities (Section 
304) of small business concerns sold with 
recourse upon the company in the event 
of default. The account also will include 
accrued interest payable on other inter¬ 
est-bearing obligations of the company 
except accrued Interest payable provided 
for in account No. 352. 

Debit: 

(a) With amount of such interest 
paid or disposed of otherwise. 

Credit: 

(a) At the end of each month, with 
amount of Interest accrued on all Inter¬ 
est-bearing obligations covered by this 
account on that date. 


(b) With amount of interest accrual 
during the month on such obligation 
paid In full or disposed of otherwise dur¬ 
ing the month. 

352 Accrued intercut payable on partiri. 
pations of oilier lender*, or imetton 
in loan*, debt aeeuritie*, and amount 
due from debtors. 

This account will be used only by the 
“Initiating** company and will represent 
the accrued Interest receivable due "par¬ 
ticipating 0 companies, such as other 
small business investment companies, 
banks, etc., on their participations to 
loans, debt securities, and amounts due 
from debtors on sale of assets acquired 
in liquidation of loans (Section 305) and 
debt securities (Section 304). 

The total accrued unpaid Interest re¬ 
ceivable on loans, debt securities, and 
amounts due from debtors on sale of 
assets acquired in liquidation of loans 
and debt securities in which other lend¬ 
ers or Investors participate will be 
carried in account No. 160 by the ‘Initi¬ 
ating" company for accounting conven¬ 
ience. The balance of this account will 
not be treated as a liability on the bal¬ 
ance sheet but will be deducted from 
the related asset account to produce i 
net figure for balance sheet purposes 
Debit: 

(a) With amount of such interest paid 
or disposed of otherwise. 

Credit: 

(a) With amount due “participating 
companies representing their portion of 
accrued interest receivable on partici¬ 
pations in loans, debt securities, and 
amounts due from debtors. 

351 Estimated Federal income Isxcf ► 
erued. 

This account will represent the bal¬ 
ance of estimated Ftederal income 
accrued which have not been remittal 
to the Internal Revenue Service. 
Debit: .. 

(a) With amount of such taxes P^ 
Credit: 

(a) With amount of such taxes ac¬ 
crued during the month. 

(See accounts Nos. 720 and 722) 

336 Estimated Slate Income luxe* 
erued. 

This account will represent the bal¬ 
ance of estimated State income tax 
accrued which have not been 
to the appropriate collector or ^ 
taxes. 

Debit: _ 

(a) With amount of such taxes 
Credit: 

(a) With amount of such taxes * 
crued during the month. 

(See accounts Nos. 725 and 72*) 


358 Other accrued e\prn*e*. 

This account will represent the*®***! 
of the company's liability as 11 ‘ h 
of the month for accrued 6*P*®®j* ^ 

as salaries, the company’s 
social security taxes, and other . r 
expenses not provided for in oi 
counts. 

Debit: . ornrtise* 

(a) With amount of such ex*** 
paid or disposed of otherwise. 
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Credit: 

l& ) with amount of such expenses ac¬ 
crued during the month. 

jicnw: IncrcAK* or dccreaaea In tho llabll- 
«• ?or accrued expense*. through accruals 
« adlUMiments. will be offset by Increases or 
dccreaw*. respectively. In the appropriate 
«rp«ue account*. 


* 60-362 


Dividend* payable on- 

(Type And class) 


capital dock. 


These accounts will represent the com¬ 
pany's liability for dividends, other than 
stock dividends, declared by the com¬ 
pany’s Board of Directors on the respec¬ 
tive types and classes of capital stock 
issued and outstanding. A separate ac¬ 
count should be used to reflect the divi¬ 
dends payable for each type and class 
of capital stock outstanding. 

Debit: 

(a) With amount of such dividends 
paid 

Credit: 

(a) With amount of such dividends 
declared payable by the company’s 
Board of Directors. 


363-367 Stork dividend* payable on 
____capital Mock. 

(Type and clan) 


These account* will represent the 
amounts of capital stock dividends de¬ 
clared payable by the company's Board 
of Directors on the respective types and 
classes of capital stock issued and out¬ 
standing A separate account should be 
used to reflect the stock dividends pay¬ 
able with respect to each type and class 
of capital stock outstanding. 

Debit: 

*a> With amount of such stock divi¬ 
dends Issued (contra credit will be made 
to accounts Nos. 403-409). 

Credit: 

la) with amount of such stock divi¬ 
dends declared payable by the company’s 
Board of Directors (contra debit will be 
mode to account No. 420, No. 425. or No. 
426. as appropriate). 

Hon: a Btock dividend payable 1 a not eon- 
*laered * liability, mince the use of aiieeta la 
required. In instance* when a statement 
« nnanclal condition la prepared between 
date* of declaration and payment, the 
<Uvl d«nd payable should be reflected In 
capital stock and surplus section as an 
uKUtloo to the capital stock. 

^'9 Federal taxes withheld. 


ftccount will represent the amount 
w Federal income and social securitj 
^ rom employees* salaries 
** ave no * been remitted to th( 
Revenue Service. 

Debit: 

amoun t of such taxes re* 
Chdit? Int€,rnal Rcvcnu * Service. 

held amoujlt °* such taxes with* 


372 Suic nnd city laxe* withheld. 

wiU r *P re *«nt the amount 
fromemi^^ 0Ild clty ***** withheld 
been rem»H y 2f 8 * 5alar * es which have not 
appropriate col- 

nutted' Vlt1 ' amoun * of such taxes re- 


Credit: 

(a) With amount of such taxes with¬ 
held. 

374 (Unapplied receipt*. 

This account will represent the amount 
of funds received by the company which 
have not been applied to loans (Section 
305). debt securities (Section 304). in¬ 
terest receivable, etc. This account will 
be used only In instances when the funds 
received cannot be applied promptly. 

Debit: 

(a) With amount of such funds ap¬ 
plied or disposed of otherwise. 

Credit: 

<a) With amount of funds received 
which cannot be applied promptly. 

376 Advance inlrrent payment*. 

This account will represent the amount 
of interest collected through cash pay¬ 
ments by debtors on interest-bearing 
items prior to the interest maturity date. 

Debit: 

(a) On the interest maturity date with 
amount of such interest heretofore cred¬ 
ited to this account as an advance pay¬ 
ment. 

Credit: 

(a) With amount of interest received 
prior to the interest maturity date. 

378 Mi*ccllancou* iruM receipt*. 

This account will represent the liability 
of the company for funds withheld or 
received In trust, for which no specific 
account is provided, including earnest 
money deposits, and funds withheld from 
employees* salaries for the purchase of 
United States Savings Bonds, payment of 
group life insurance premiums, payment 
of pension fund contributions, etc. 

Debit: 

(a) With amount of such funds dis¬ 
bursed or disposed of otherwise. 

Credit: 

(a> With amount of such funds with¬ 
held or received. 

380 l?n«mortized premium on deben¬ 
ture* payable. 

This account will represent the amount 
of the unamortized balance of premium 
on unmatured outstanding debentures 
payable sold by the company for a sum in 
excess of par. 

Debit: 

<a> At the end of each month, with 
the monthly amount necessary to amor¬ 
tize the premium over the life of such 
debentures. 

(b) With the unamortized portion of 
premium applicable to such debentures 
purchased and retired prior to maturity. 

<c> When such debentures mature 
during the month, with the amount of 
premium applicable to the portion of the 
month the debentures were outstanding. 

Credit: 

(a) With the amount of premium on 
such debentures at the time of sale. 

(See accounts Nos. 550, 560. and 690) 

382 Unearned discount, fee*, and olher 
charge* on loan* (Section 305). 

This account will represent the 
amount of unearned discount, fees, and 
other charges included in the face 
amount of loans made to small business 
concerns pursuant to Section 305 of the 


Small Business Investment Act of 1958. 
as amended, and which Is withheld from 
disbursements to such small business 
concerns. 

Debit: 

(a) On the books of the “initiating ,, 
company, with that portion of unearned 
discount, fees, and other charges in¬ 
cluded In the face amount of loans, but 
withheld from disbursements to debtor 
small business concerns, which is as¬ 
signed to the "participating” company 
in connection with its participation in 
the loans (contra credit will be made to 
account No. 330). 

<b> With amount of unearned dis¬ 
count. fees, and other charges included 
in the face amount of direct loans, but 
withheld from disbursements to debtor 
small business concerns, which becomes 
earned through collection, passage of 
time, or sale of loans. 

(c) On the books of the "Initiating** 
company, with amount earned of that 
portion of unearned discount, foes, and 
other charges included In the face 
amount of loans, but withheld from dis¬ 
bursements to debtor small business con¬ 
cerns. which is retained by the ‘ initiat¬ 
ing** company in connection with loans 
participated in by other lenders (the 
amount to be recorded becomes earned 
through collection, passage of time, or 
sale of loans). 

<d) On the books of the "participat¬ 
ing” company, with amount earned of 
that portion of unearned discount, fees, 
and other charges included in the face 
amount of loans, but withheld from dis¬ 
bursements to debtor small business con¬ 
cerns, which is assigned to the "partici¬ 
pating” company in connection with its 
participations in loans of other lenders 
(the amount to be recorded becomes 
earned through collection, passage of 
time, or sale of loons). 

<e) With amount of unearned dis¬ 
count. fees, and other charges Included 
in the face amount of loans, but with¬ 
held from disbursements to debtor smnll 
business concerns, which is rebated to 
borrowers upon early repayment of loans, 
or is closed into the asset account upon 
liquidation of loans at less than full 
amount. 

Credit: 

(a) With amount of unearned dis¬ 
count. fees, and other charges Included 
in the face amount of direct loans but 
withheld from disbursements to debtor 
small business concerns. 

(b) On the books of the "initiating" 
company, with total amount of unearned 
discount, fees, and other charges In¬ 
cluded in the face amount of loans, but 
withheld from disbursements to debtor 
small business concerns, in connection 
with loans participated in by other 
lenders. 

(c) On the books of the "participat¬ 
ing** company, with that portion of un¬ 
earned discount, fees, and other charges 
included in the face amount of loans, 
but withheld from disbursements to 
debtor small business concerns, which Is 
assigned to the "participating" company 
in connection with its participations in 
loans of other lenders. 

Not* 1: A participation 1* defined aa an 
undivided interest shared with one or more 
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other lender# or Investors In a note, deben¬ 
ture bond, certificate of stock, or other In¬ 
strument evidencing a loan to, or equity 
financing of. a small business concern. 

Nor* 2: Unearned discount in this account 
will be transferred to account No. 613—In¬ 
terest on loans, as it becomes earned, and 
unearned fees and other charges will be 
transferred to account No. 636—Miscel¬ 
laneous fees, under similar circumstances. 

Not* 3: Any fees and other charges con¬ 
sidered earned Immediately upon closing of 
loans will be recorded in the appropriate 
Income accounts at once without first being 
entered in this account. 

Nor* 4: Appropriate subsidiary records 
should be maintained for all unearned 
amounts Included In this account to permit 
identification of such amounts with the 
particular loans to which they relate. 

(Sec account No. 253) 

384 Unearned discount. fees, and other 
charges on debt securities (Section 
304). 

This account will represent the amount 
of unearned discount, fees, and other 
charges Included In the face amount of 
small business concerns' debt securities 
acquired pursuant to Section 304 of the 
Small Business Investment Act of 1958, 
as amended, and which is withheld from 
disbursements to such small business 
concerns. 

Debit: 

(a) On the books of the “initiating" 
company, with that portion of unearned 
discount, fees, and other charges in¬ 
cluded in the face amount of debt secu¬ 
rities. but withheld from disbursements 
to debtor small business concerns, which 
la assigned to the "participating" com¬ 
pany in connection with its participation 
In purchases of the debt securities (con¬ 
tra credit will be made to account No. 
331). 

(b) With amount of unearned dis¬ 
count, fees, and other charges included 
in the face amount of debt securities, but 
withheld from disbursements to debtor 
small business concerns, which becomes 
earned through collection, passage of 
time, or sale of debt securities. 

(c) On the books of the "initiating" 
company, with amount earned of that 
portion of unearned discount, fees, and 
other charges Included in the face 
amount of debt securities, but withheld 
from disbursements to debtor small busi¬ 
ness concerns, which is retained by the 
"initiating" company in connection with 
purchases of debt securities participated 
in by other investors (the amount to be 
recorded becomes earned through col¬ 
lection. passage of time, or sale of debt 
securities). 

<d) On the books of the "participat¬ 
ing" company, with amount earned of 
that portion of unearned discount, fees, 
and other charges included In the face 
amount of debt securities, but withheld 
from disbursements to debtor small busi¬ 
ness concerns, which is assigned to the 
"participating" company In connection 
with Its participations in purchases by 
other Investors of debt securities (the 
amount to be recorded becomes earned 
through collection, passage of time, or 
sale of debt securities). 

(e) With amount of unearned dis¬ 
count. fees, and other charges included 
In the face amount of debt securities, but 


withheld from disbursements to debtor 
small business concerns, which is rebated 
to borrowers upon early repayment of 
debt securities, or Is closed into the asset 
account upon liquidation of debt securi¬ 
ties at less than full amount. 

Credit: 

(a) With amount of unearned dis¬ 
count (including that equivalent to the 
determined cost of warrants, options, and 
other stock rights, as explained in Note 3 
of account No. 199). fees, and other 
charges included In the face amount of 
debt securities acquired but withheld 
from disbursements to debtor small busi¬ 
ness concerns. 

(b) On the books of the "initiating" 
company, with total amount of unearned 
discount, fees, and other charges in¬ 
cluded In the face amount of debt securi¬ 
ties, but withheld from disbursements to 
debtor small business concerns, in con¬ 
nection with purchases of debt securities 
participated in by other investors. 

(c) On the books of the "participat¬ 
ing" company, with that portion of un¬ 
earned discount, fees, and other charges 
included In the face amount of debt se¬ 
curities. but withheld from disburse¬ 
ments to debtor small business concerns, 
which is assigned to the "participating" 
company in connection with its partici¬ 
pations in purchases by other Investors 
of debt securities. 

Not* 1: A participation U defined aa an un¬ 
divided interest shared with one or more other 
lenders or investors In a note, debenture 
bond, certificate of stock, or other Instru¬ 
ment evidencing a loan to, or equity financing 
of. a small business concern. 

Not* 2: Unearned discount In this Account 
will be transferred to account No. 516—Inter¬ 
est on debt securities, oa It becomes earned, 
and unearned fees and other charges wUl be 
transferred to account No. 636—Miscellaneous 
fees, under similar circumstances. 

Not* 3: Any fees and other charges con¬ 
sidered earned immediately upon closing of 
financing through purchase of debt securities 
will be recorded in the appropriate Income 
accounts at once without first being entered 
In this account. 

Not* 4: Appropriate subsidiary records 
should be maintained for all unearned 
amounts Included In this account to permit 
Identification of such amounts with the par¬ 
ticular debt securities to which they relate. 

(See account No. 254) 

386 Ollier liabilities. 

This account will Include the balances 
In subaccounts Nos. 386.1,386.2,386.3, etc. 

386.1 Other liabilities—general. 

This account will represent the amount 
of liabilities of the company not specif¬ 
ically provided for In other accounts. 

Debit: 

(a) With amount of such liabilities 
paid or disposed of otherwise. 

Credit: 

(a) With amount of such liabilities 
incurred. 

Not*: Accrual of Interest receivable should 
be discontinued with respect to any loon or 
debt security financing a small business con¬ 
cern which Is in bankruptcy, or on the verge 
thereof, or otherwise considered to be Insol¬ 
vent. Any Interest payments received from 
such a debtor should not be treated as In¬ 
terest Income, but should be either credited 
as payments on principal of the debt or 
credited os deferred Income in this account, 
pending determination of the appropriate 


accounting. In less serious situations, when 
interest receivable la accrued under elrcum- 
stances In which the financed email bunas* 
concern has not earned the amount there*, 
or the fair value of the loan or debt security 
as determined In good faith by the Bc*rd cf 
Directors Is less than cost, or recovery there¬ 
on is doubtful, an addition to the miowaacs 
for uncollectible Interest receivable ihoutf 
be made in an amount equivalent to the ac¬ 
crual of Interest receivable, or, os an titans- 
tive. the Interest Income should be defvrrtd 
In this account as above Indicated. 

386.2 Ollier liabilities— unrealized pit 
on sale of assets. 

This account will represent the amount 
of unrealized gain on sale of assets. 

Debit: 

(a) With amount of gain realized 
through collection or passage of time. 

Credit: 

(a) With amount of unrealized gain on 
sale of assets. 

Nor*: Unrealised gain In this account vUl 
be transferred to the appropriate gain ac¬ 
counts as it is realised. 


386.3 Other liabilities—diacount on cap¬ 
ital dirk of MBCs. 


This account will represent the con¬ 
tingent liability in connection with the 
acquisition of small business concerns' 
capital stock below par value. Items in 
this account will not be amortized but 
will remain on the books until disposi¬ 
tion is made of the related capital stock. 
The balance of this account will not be 
treated as a liability on the balance 
sheet but will be deducted from the re¬ 
lated asset account to produce a net fig* 
ure for balance sheet purposes. 

Debit: 

(a) Upon disposition of such capiUl 
stock of SBCs, with amount of discount 
carried therefor in this account. 

Credit: 

(a) With amount of discount received 
on acquisition of such capital stock ol 
SBCs representing the difference be¬ 
tween the par value and the amount 
paid for the stock. 

Not*: This la an optional account to be 
used only if the company prefer* to 
the contingent liability In 1U book# ana * 
amortize the discount to operating tncco 


190 Allowance for mi collectible 
and account# receivable. 

This account will represent the 
;lon reserve provided for estimated loss* 
)n notes and accounts receivable 
thould be maintained in an amoxmt n 
ess than a conservative estimate of prw- 
ible losses on notes and account* 
livable. The valuation reserve wn 

idjlisted upward as conditions mak 

disable, and may be adjusted down 
f circumstances Justify or occatfoo 
nands, in order to reflect the true 
>f the company’s notes and accoun 
solvable. 

Debit: . n5C h 

/a\ TTfUU AvmAiint Af rlPCrCflW^ 


eserve. . IC - 

(b) With amount of notes ana 

ounts receivable written off. 

Credit: . __ «- 

(a) With amount of such reserv 

ablished. _ 4t , cuch 

txrifVk ntMAtinf of Increases u 


reserve. 
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ic) With amount of recoveries on 
notes and accounts receivable written off. 


(Seeaccount No. 666) 

391 Allow,nice for uncollectible intere*! 

receivable. 

This account will represent the valu¬ 
ation reserve provided for estimated 
losses of accrued interest receivable, and 
should be maintained in an amount not 
lets than a conservative estimate of 
probable losses. This valuation reserve 
should be adjusted as occasion demands. 
io that this account will reflect the best 
mflable estimate of probable losses of 
accrued Interest receivable. 

Debit: 

<a> With amount of decreases in such 

rwerve 

<b> With amount of accrued interest 
receivable written off. 

Credit: 

<a> With amount of such reserve 

established. 

<b> With amount of Increases in such 
reserve 

<c) With amount of recoveries of ac¬ 
crued interest receivable written off. 


Not* 1: In instance* when a loan to. or 
debt security of, a small business concern or 
so amount due from debtors on sale of assets 
•cquined In liquidation of loans and debt 
•ecurltiw la participated In by other lenders 
Investors, the valuation reserve on the 
books of the "initiating** company should not 
****** the total accrued Interest receivable 
{**• the amount of luch Interest due other 
Coders or Investors on their participations as 
wJectcd in account No. 3511. 

Not* 2: When interest receivable la ac¬ 
crued under circumstances In which the 
“Unced small business concern has not 
tho amount thereof, or the fair value 
5* we loan or debt security as determined 
b T the Board of Directors U leas 
I™.?* 1 ’ or r * cove *y thereon is doubtful. 

10 Lhe * lloWa n<* for uncollectible 
^Itcelvabl. ^Ihycted in this account 
. Ka _ ** wade In an amount equivalent to 
4 iLi.rtf^ UnJ of ltllcrwt receivable, or, as an 
. * Lhe »ntere*t Income should be 
«red In account No. 383.1—Other llablll- 
’ l* ndiD & determination of the 
•PproprUt* accounting. 

'Sc-c accounts N<». 160 and 667) 

592 uncollectible loan. 

(serfion 303). 

ilo? i A aCC Qunt wU1 the valua- 

on l^r C c Provlded for estimated losses 
malm^J S I cctlon 305 * and should be 
ran "” 1 *" 1111 amount not less than 
j^^nservatwe estimate of probable 
MJustedT^, valuation reserve will be 
vtsabuT 1 anrim rd “Editions make ad- 
If clrcum.iu«? ay . be f dJusU>d downward 
mands .^' ces Justify or occasion de- 

of the crminan?" *? reflect the true value 
mnceriw PRny 8 loBn * to small business 
Debit: 

reserve ^' 11 amoUnt of decreases In such 


•b) with 

wr >tten off 
Credit 


amount ot such loar 


tabl^,X l . th Wnount of s “Ch reserve « 
feserve^ u’' aTnoun t of increases In sue 


No. 43 _p t , u _g 


(c> With amount of recoveries on 
such loans written off. 

(See account No. 668) 

393 Allowance for Iomcs on debt arcuri- 
lir« (Section 304)* 

This account will represent the valua¬ 
tion reserve provided for estimated losses 
on debt securities, convertible, and with 
stock purchase warrants or options, and 
debt securities divested of stock rights 
(all such securities Section 304) and 
should be maintained In an amount not 
less than a conservative estimate of prob¬ 
able losses. This valuation reserve will 
be adjusted as occasion demands, so that 
this account will reflect the best avail¬ 
able estimate of probable losses on debt 
securities of small business concerns. 

Debit: 

(a) With amount of decreases in such 
reserve. 

lb) With amount of reserve estab¬ 
lished in this account for debt securities 
which are written off, sold, or disposed 
of otherwise (contra credit for any por¬ 
tion representing an excess over losses 
actually incurred will be made to account 
No. 673). 

(c) With amount of write-down of 
such debt securities, not to exceed the 
amount of reserve established therefor in 
this account. 

Credit: 

(a) With amount of such reserve 
established. 

(b> With amount of increases in such 
reserve. 

Not*: When debt securities of tmall busi¬ 
ness concern* ore sold by the company or 
disposed of otherwise, cash or other appro¬ 
priate asset account will be debited for the 
amount received, this account will be debited 
for the amount of the reserve which has been 
established therein for such debt securities, 
and the appropriate Investment account will 
be credited for the related ooet value carried 
therein. If there Is no loss, or It is lees than 
the amount reserved for loss on the debt 
securities disposed of. the excess portion of 
the amount reserved will be credited to ac¬ 
count No. 673 If a gain over cost Is realized, 
such gain will be credited to account No. 
572 If a lose in relation to cost la sustained 
which Is In excess of the amount reserved 
therefor, that portion above the amount of 
the reserve provided will be debited to ac¬ 
count No. 702. 

39 X Allowance for losses on capital stock 
of SIUj* and on stock rights acquired 
from SBC*. 

This account will include the balances 
In subaccounts Nos. 394.1 and 394.2. 

394.1 Allowance for losses on capital 
stock of SBC*, 

This account will represent the valua¬ 
tion reserve provided for estimated losses 
on convertible capital stock of SBCs, 
capital stock of SBCs with stock pur¬ 
chase warrants or options, and capital 
stock of SBCs—other, and should be 
maintained in an amount not less than 
a conservative estimate of probable 
losses. This valuation reserve will be 
adjusted as occasion demands, so that 
this account will reflect the best avail¬ 
able estimate of probable losses on capi¬ 
tal stock of SBCs. 


Debit: 

(a) With amount of decreases in such 
reserve. 

<b> With amount of reserve estab¬ 
lished in this account for capital stock 
which is written off, sold, or disposed of 
otherwise (contra credit for any portion 
representing an excess over losses ac¬ 
tually incurred will be made to account 
No. 674). 

(c) With amount of write-down of 
such capital stock, not to exceed the 
amount of reserve established therefor 
in this account. 

Credit: 

(a) With amount of such reserve 
established. 

(b) With amount of increases In such 
reserve. 

Note: When capital stock of SBCs Is sold 
by the company or disposed of otherwise, 
cash or other appropriate asset account will 
be debited for the amount received, this 
account will be debited for the amount of 
the reserve established therein for such capi¬ 
tal stock, and the appropriate investment 
account will be credited for the related cost 
value carried therein. If there is no loss, 
or It Is less than the amount reserved for 
loss on capital stock of SBCs disposed of, 
the excess portion of the amount reserved 
will be credited to account No. 674. If a 
gain over cost Is realised, such gain will be 
credited to account No. 576. If a loss In re¬ 
lation to cost is sustained which Is In excess 
of the amount reserved therefor, that portion 
above the amount of the reserve provided 
will be debited to account No. 706. 

(Sec accounts Nos. 190, 194, and 198) 

394.2 Allowance for lo*»e* on warrant*, 
option*, and other Mock right* ac¬ 
quired from SBCs. 

This account will represent the valua¬ 
tion reserve provided for estimated losses 
on warrants, options, and other stock 
rights acquired from SBCs. and should 
be maintained in an amount not less 
than a conservative estimate of prob¬ 
able losses. This valuation reserve will 
be adjusted as occasion demands, so 
that this account will reflect the best 
available estimate of probable losses on 
warrants, options, and other stock rights 
acquired from SBCs. 

Debit: 

(a) With amount of decreases in such 
reserve. 

(b) With amount of reserve estab¬ 
lished in this account for warrants, op¬ 
tions, and other slock rights acquired 
from SBCs which are written off. sold, 
or disposed of otherwise (contra credit 
for any portion representing an excess 
over losses actually incurred will be made 
to account No. 676). 

(c) With amount of write-down of 
such warrants, options, and other stock 
sights acquired from SBCs. not to ex¬ 
ceed the amount of reserve established 
therefor in this account. 

Credit: 

(a) With amount of such reserve 
established. 

(b> With amount of Increases in such 
reserve. 

Note: When warrants, options, and other 
stock rights acquired from SBCs are sold by 
the company or disposed of otherwise, cash 
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or other appropriate asset account will be 
debited for the amount received, this ac¬ 
count wlU be debited for the amount of the 
reserve established therein for such war¬ 
ranta. options, and other stock right* ac¬ 
quired from SBGs. and the appropriate In¬ 
vestment account will be credited for the re¬ 
lated cost value carried therein. Xf there is 
no loss, or If It is less than the amount re¬ 
served for loss on the stock rights disposed 
of, the excess portion of the amount re¬ 
served will be credited to account No. 076. 
If a gain over cost is realised, such gain will 
be credited to account No. 677. If a loss in 
relation to cost is sustained which is in 
excess of the amount reserved therefor, that 
portion above the amount of the reserve pro¬ 
vided will be debited to account No. 707. 

<Scc account No. 199) 

395 Allowance for lo**c» on assets ac¬ 
quired in liquidation of loans and 
debt securities* 

This account will represent the valua¬ 
tion reserve provided for estimated losses 
on assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304), and should be maintained in 
an amount not less than a conservative 
estimate of probable losses. This valua¬ 
tion reserve will be adjusted as occasion 
demands, so that this account will reflect 
the best available estimate of probable 
losses on assets acquired in liquidation 
of loans and debt securities. 

Debit: 

<a) With amount of decreases in such 
reserve. 

(b> With amount of reserve estab¬ 
lished in this account for assets acquired 
In liquidation of loans and debt securities 
which are written off, sold, or disposed of 
otherwise (contra credit for any portion 
representing an excess over losses actu¬ 
ally incurred will be made to account No. 
675). 

(c) With amount of write-down of 
such assets acquired in liquidation of 
loans and debt securities, not to exceed 
the amount of reserve established there¬ 
for in this account. 

Credit: 

(a> With amount of such reserve es¬ 
tablished. 

(b) With amount of Increases in such 
reserve. 

Non: When assets acquired In liquida¬ 
tion of loans and debt securities are sold by 
the company or disposed of otherwise, cash 
or other appropriate asset account will be 
debited for the amount received, this ac¬ 
count will be debited for the amount of 
the reserve established therein for such as¬ 
sets acquired in liquidation of loans and debt 
securities, and account No. 200 will be 
credited for the related cost value carried 
therein. If there is no loss, or It Is less than 
the amount reserved far loss on the acquired 
asr:ets disposed of, the excess portion of the 
amount reserved will be credited to account 
No. 675. If a gain over recorded Investment 
in the assets acquired In liquidation is real¬ 
ized. such gain wlU be credited to account 
No. 578. If a loss In relation to recorded In¬ 
vestment value is sustained which Is In ex¬ 
cess of the amount reserved therefor, that 
portion above the amount of the reserve pro¬ 
vided will bo debited to account No. 798. 

(See account No. 200> 


396 Allowance for uncollectible amount* 
title from debtors on sale of assets 
acquired in liquidation of loans and 
debt securities. 

This account will represent the valua¬ 
tion reserve provided for estimated losses 
of amounts due from debtors on sale of 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304), and should be maintained in 
an amount not less than a conservative 
estimate of probable losses. This valua¬ 
tion reserve will be adjusted upward as 
conditions make advisable, and may be 
adjusted downward If circumstances 
justify or occasion demands, in order to 
reflect the true value of such amounts 
due from debtors on the company's books. 
Debit: 

(a) With amount of decreases in such 
reserve. 

(b) With amount due from debtors on 
sale of assets acquired in liquidation of 
loans and debt securities written off. 

Credit: 

(a) With amount of such reserve es¬ 
tablished. 

ib) With amount of increases in such 
reserve. 

(c) With amount of recoveries on such 
items written off. 

(Sec accounts Nos. 210 and 669) 

397 Accunitilalrd depreciation on furni¬ 
ture and equipment. 

This account will represent the valu¬ 
ation reserve provided for depreciation 
of furniture, fixtures, and equipment in¬ 
cluding automobiles owned by the com¬ 
pany. This account should be main¬ 
tained in an amount not less than a con¬ 
servative estimate of the expired service 
life of such assets while owned by the 
company. 

Debit: 

(a) With amount of depreciation ac¬ 
cumulated, when such an asset is sold or 
disposed of otherwise. 

Credit: 

(a) At the end of each month, with 
the monthly amount necessary to de¬ 
preciate the cost of such assets over the 
estimated service life. 

(See accounts Nos. 230 and 656) 

398 Accumulated depreciation on cor¬ 
porate premises owned— building. 

This account will represent the valu¬ 
ation reserve provided for depreciation 
of the building and other depreciable im¬ 
provements of corporate premises owned 
and used as the company’s office quar¬ 
ters. This account should be main¬ 
tained In an amount not less than a con¬ 
servative estimate of the expired service 
life of such building and improvements 
while owned by the company. 

Debit: 

(a) With amount of depreciation ac¬ 
cumulated. when such an asset is sold or 
disposed of otherwise. 

Credit: 

(a) At the end of each month, with 
the monthly amount necessary to depre¬ 
ciate the cost of such assets over the esti¬ 
mated service life. 

(See accounts Nos, 241 and 655) 


399 Accumulated depreciation on «m*h 
acquired in liquidation of kuni anil 
debt securities. 

This account will represent the valua¬ 
tion reserve provided for depreciation of 
depreciable property acquired by fore¬ 
closure, or otherwise, in liquidation of 
loans (Section 305) and debt securities 
(Section 304). This account .should be 
maintained in an amount not leas than a 
conservative estimate of the expired 
sendee life of such property while owued 
by the company. 

Debit: 

(a) With amount of depredation ac¬ 
cumulated. when such an asset is sold or 
disposed of otherwise. 

Credit: 

(a) At the end of each month, with 
the monthly amount necessary to depre¬ 
ciate the cost of such assets over the 
estimated service life. 


(See accounts Nos. 200 and 710> 


CAPITAL STOCK AND SURPLUS 
ACCOUNTS 


40O—IOI _ capital Mock 

(Type and claw) 
authorized. 

TTicsc accounts will represent the total 
par or stated value of the capital stock 
authorized, as provided for In the com¬ 
pany’s charter. A separate account 
should be provided for each type and 
class of capital stock authorized. 

Debit: 

(a) With amount of reduction* » 
such capital stock authorized. 

Credit: , . 

(a) With original amount of sM 
capital stock authorized. 

(b) With additional amounts of nxfl 
capital stock authorized. 

(See accounts Nos. 405-409) 

405-109 __nninstted rxpitd 

(Type and class) 

stock. 

These accounts will represent the wuj 
par or stated value of unissued capita 
stock of the company. A separate 
count should be provided for each 01* 
and class of unissued capital stock. 

Debit: , . 

(a) With original amount of 

issued capital stock, as provided for 
the company’s charter. . 

(b) With additional amounts of wen 
unissued capital stock authorized. 

(c) With par or stated value of espi 
tal stock retired. 

<a) With amount of *uch capital*®* 
issued (contra debit will be made t 
counts Nos. 410-412). ***** 

(b) With amount of reductions w w 
ltal stock authorized. 


?e accounts Nos. 400-404) 

>-412 .----- * 

(Type and claw) 
subscribed. 

Hiesc accounts will represent the 10 

ioiint at the subscription price A 

npany’s capital stock *ubscrij#Wj 
>arate account should be provtf^ £ 
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icrfbed. These accounts will reflect the 
company s responsibility to issue shares 
of its stock to subscribers who have made 
finsl payment of their capital stock 

jubscriptlo ns. 

Debit: 

it) With amount at the subscription 
price of such subscribed capital stock 
issued (contra credits will be made to 
tecounts Nos. 405-409 and. as appro¬ 
priate. No. 420). 

<b> With amount at the subscription 
price of such subscribed capital stock 
cancelled or disposed of otherwise. 

Credit: 

<a> With amount at the subscription 
price of such capital stock subscribed. 

(See accounts Nos. 250-252) 

415-419 Treasury stock—--... 

(Type and ciaot) 

These accounts will represent the 
total amount of the company's issued 
capital stock which has been reacquired 
through purchase or donation and has 
not been retired. A separate account 
should be provided for each type and 
class of such capital stock held by the 
company. 

Debit: 

<a» With cost of such capital stock 
acquired through purchase. 

<b) With amount of fair market value 
or par value of such capital stock ac¬ 
quired through donation (contra credit 
**111 be made to account No. 420). 

Credit: 

<a> With cost of such capital stock 
•cquired through purchase, when sold 
or disposed of otherwise. 

*b> With amount of fair market value 
or par value of such capital stock ac- 
Wifed through donation, when sold or 
Disposed of otherwise. 


value, whichever applicable, for treasury 
stock sold which was acquired through 
donation. 

(c) With amount paid by the company 
in excess of pax value, but not to exceed 
the premium received initially, for shares 
of capital stock retired (any amount paid 
In excess of par plus initial premium re¬ 
ceived will be charged to retained earn¬ 
ings. accounts Nos. 425 and 426 as ap¬ 
propriate) . 

(d) With amount of stock dividends, 
at a per share value not less than the 
average paid-in capital per share exist¬ 
ing at the time that the dividend is de¬ 
clared (par or stated value of capital 
stock issued plus paid-in surplus divided 
by the number of shares of capital stock 
issued), which are declared payable out 
of paid-in surplus by the company's 
Board of Directors. 

Credit: 

<a) With amount paid In (including 
stock dividends from retained earnings). 
or transferred from capital stock sub¬ 
scribed, representing the excess (after- 
deduction of underwriters' fees and com¬ 
missions) over par value of the com¬ 
pany's capital stock, when shares are 
issued. 

(b) With amount of fair market value 
or par value of the company's capital 
stock acquired through donation. 

(c) With amount of discount below par 
value of the company's capital stock ac¬ 
quired through purchase, when such 
stock is retired. 

(d) With amount received by the com¬ 
pany in excess of cost, or in excess of fair 
market value or par value, whichever 
applicable, for treasury stock sold. 

(e) With amount not to exceed fair 
market value of donations or gifts of 
assets to the company. 


A PP ro Prtat* subsidiary records 
would be maintained os deemed necessary. 

420 Paid.in »urp1ua. 

account will represent the 
wnoun. of surplus arising from <i) sales 
nmauy of the company’s capital stock 
ms price In excess of par value Unclud- 
mg amounts transferred from capital 
*h»n a price above par. 

*nen gharcs arc issued) ; (2) donations 
» me company of Its Issued capital stock 
treasury stock at fair market 
cau U . ] or p& ^ value; (3) retirements of 
tteMr 5?* t* urc hascd at less than 
UC thereof: «> of treas- 

on thekL? exccM of lts carrying value 
0 the company; (5) dona- 
carried * the company of assets 
value- rV, no i ta excess of falr market 

-««kX5i3 £! nu,ly 

a -osss 

credits £.mJt no , t 10 cxc «cd the total ol 
toprTvK"? 111 “‘k ac count relating 
or retirement^!? 8 tmisur y stock sold 
less ihSuSL 01 ca P lta l stock at amounts 
In with rmm!£.. a f? 0Unta Previously paid 
1068 ( n excesTnf n?*? 4 ? I any “mount ol 
*U1 be cwfJ?, 111 * J 0 ** 1 ot such credits 
^nts Nos* *4->5 ™5 e ^. ncd earnln 8 s . ac- 
<b) with 426 ** appropriate) 

cany be owT?? rc ? elved b v the com- 
ow falr market value, or pat 


425 Retained earning* from net income. 

This account will represent the ac¬ 
cumulated balance of the company's un¬ 
distributed net Income since incorpora¬ 
tion. 

Debit: 

(a) At the end of the fiscal year, with 
any debit balance reflected in the profit 
and loss summary account. 

(b> With amount of dividends, other 
than stock dividends, declared payable 
out of retained earnings from net in¬ 
come by the company’s Board of Di¬ 
rectors. 

<c) With amount of stock dividends, 
at a per share value not less than the 
average paid-in capital per share excit¬ 
ing at the time that the dividend is de¬ 
clared (par or stated value of capital 
stock issued plus paid-in surplus divided 
by the number of shares of capital stock 
issued), which are declared payable out 
of retained earnings from net Income by 
the company's Board of Directors. 

(d) With appropriate amount of loss 
on treasury stock sold which was ac¬ 
quired through purchase, representing 
the excess of such loss over the total of 
credits residing in paid-in surplus, ac¬ 
count No. 420. relating to previous gains 
on treasury stock sold or retirement of 
capital stock at amounts less than the 
amounts previously paid In with respect 
thereto. 


(e) With appropriate amount paid by 
the company In excess of par plus initial 
premium received on the type and class 
of shares of capital stock retired. 

(f) With amounts transferred to ap¬ 
propriated retained earnings upon ap¬ 
proval by the Board of Directors. 

Credit: 

(a) At the end of the fiscal year, with 
the credit balance of the profit and loss 
summary account. 

(b) With amounts returned from ap¬ 
propriated retained earnings. 

(See account No. 427 > 

•126 Retained earning* from nrt real¬ 
ized gain on inve*tmentiu 

This account will represent the ac¬ 
cumulated balance of the company's un¬ 
distributed net realized gain on invest¬ 
ments since incorporation. 

Debit: 

(a) At the end of the fiscal year, with 
any debit balance reflected In the realized 
gain and loss summary account. 

(b) With amount of dividends, other 
than stock dividends, declared payable 
out of retained earnings from net re¬ 
alized gain on investments by the com¬ 
pany's Board of Directors. 

(c) With amount of stock dividends, 
at a per share value not less than the 
average paid-in capital per share exist¬ 
ing at the time that the dividend is de¬ 
clared (par or stated value of capital 
stock issued plus paid-in surplus divided 
by the number of shares of capital stock 
issued), which are declared payable out 
of retained earnings from net realized 
gain on investments by the company's 
Board of Directors. 

<d> With appropriate amount of loss 
on treasury stock sold which was ac¬ 
quired through purchase, representing 
the excess of such loss over the total of 
credits residing in paid-in surplus, ac¬ 
count No. 420, relating to previous gains 
on treasury stock sold or retirement of 
capital stock at amounts less than the 
amounts previously paid in with respect 
thereto. 

(c) With appropriate amount paid by 
the company in excess of par plus Initial 
premium received on the type and class 
of shares of capital stock retired. 

(f) With amounts transferred to ap¬ 
propriated retained earnings upon ap¬ 
proval by the Board of Directors. 

Credit: 

<a> At the end of the fiscal year, with 
the credit balance of the realized gain 
and loss summary account. 

(b> With amount returned from ap¬ 
propriated retained earnings. 

(See account No. 427) 

127 \ppropriatcd retained earning 8 *. 

This account will represent the amount 
of retained earnings restricted from divi¬ 
dend distribution and thus earmarked 
for some future purpose, such as the 
retirement of debentures payable, the 
acquisition of treasury stock, etc. 

Debit: 

(a) With amounts returned to the ap¬ 
propriated retained earnings account 
after purpose has been served. 
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Credit: 

(a) With amounts transferred from 
retained earnings upon approval by the 
Board of Directors. 

(See accounts Nos. 425 and 426) 

429 Profit and Iom summary. 

This account will be used as a clearing 
account through which all Income and 
expense accounts on the book s of the 
company will be closed. 

Debit: 

(a) At the end of the fiscal year, with 
the debit balances of all expense and in¬ 
come accounts. 

(b) At the end of the fiscal year, with 
the credit balance of the account (trans¬ 
fer to retained earnings from net in¬ 
come). 

Credit: 

(a) At the end of the fiscal year, with 
the credit balances of all Income and 
expense accounts. 

(b) At the end of the fiscal year, with 
the debit balance of the account (trans¬ 
fer to retained earnings from net in¬ 
come). 

(See account No. 425) 

430 Realized gain and loe$ nummary. 

This account will be used as a clear¬ 
ing account through which all accounts 
for realized gains and losses on invest¬ 
ments on the books of the company will 
be closed. 

Debit: 

(a) At the end of the fiscal year, with 
the balances of all accounts for losses 
on investments. 

(b) At the end of the fiscal year, with 
the credit balance of the account (trans¬ 
fer to retained earnings from net real¬ 
ized gain on investments). 

Credit: 

(a) At the end of the fiscal year, with 
the balances of all accounts for gains on 
Investments. 

(b) At the end of the fiscal year, with 
the debit balance of the account (trans¬ 
fer to retained earnings from net real¬ 
ized gain on investments). 

(See account No. 426) 

INCOME ACCOUNTS 

300 Commitment income. 

This account will represent the amount 
of income earned during the month op 
commitments to small business concerns 
for loans (Section 305) and equity secu¬ 
rities (Section 304). This account, on 
the books of the •'participating” com¬ 
pany. will include the amount of com¬ 
mitment income during the month on 
deferred participations. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

<a> With amount of income earned 
during the month on commitments and 
deferred participations. 

Not*: A deterred participation U defined, 
ns a commitment under a participation 
agreement whereby the •‘participating** 
company will make fund* available on a 
deferred basts to tho •Initiating** company 
In connection with the latter** financing of. 
or commitment to finance, a email bualneaa 


concern, or in connection with an "initiat¬ 
ing** email bualneaa investment company's 
acquisition of loans or equity securities from 
other such companies. 

304 Interest on time deposit*. 

This account will represent the 
amount of interest earned during the 
month on time deposits in banks which 
are members of the Federal Deposit In¬ 
surance Corporation. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) At the end of each month, with 
amount of interest earned during the 
month on time deposits existing on that 
date. 

(b) With amount of interest earned 
during the month on time deposits with¬ 
drawn during the month. 

510 Interest on UJ5. Government securi¬ 
ties. 

This account will represent the amount 
of interest earned during the month on 
United States Government obligations, 
direct and fully guaranteed, owned by 
the company. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) At the end of each month, with 
amount of Interest earned during the 
month on securities owned on that date. 

(b) With amount of interest earned 
during the month on securities disposed 
of during the month. 

(Sec accounts Nos. 130 and 160) 

511 Income from insured savings ac¬ 
count*. 

This account will represent the amount 
of income earned during the month on 
funds of the company in Insured savings 
accounts in institutions the accounts of 
which are insured by the Federal Savings 
and Loan Insurance Corporation. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) At the end of each month, with 
amount of Income earned during the 
month on funds in insured savings ac¬ 
counts on that date. 

(b) With income earned during the 
month on funds withdrawn from insured 
savings accounts during the month. 

512 Interest on loan*. 

This account will represent the amount 
of Interest earned during the month on 
loans (Section 305) to small business 
concerns. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) At the end of each month, with 
amount of interest earned during the 
month on loans outstanding to small 
business concerns on that date. 

(b) With amount of interest earned 
during the month on loans to small busi¬ 


ness concerns paid in full during th* 
month. 

Not*: Accrual of Interest receivable 
be discontinued with respect to any loan to 
a small business concern which 1« in bank¬ 
ruptcy. or on the verge thereof, or otherwise 
considered to be Insolvent. Any tntereet 
payments received from such a debtor thouM 
not be credited to this account m Interst 
Income, but should be either credited m pay- 
menu on principal of the debt or awliud 
as deferred income In account No. SWi- 
Otber liabilities—general, pending determi¬ 
nation of the appropriate accounting, to 
leas serious situation*, when interest re 
celvable Is accrued under clrcumatanas is 
which the financed small busine** concern 
has not earned the amount thereof, cr Us 
fair value of the loan as determined In food 
faith by the board of directors Is less thtn 
cost, or recovery thereon Is doubtful, an addi¬ 
tion to the allowance far uncollectible tnttr- 
est receivable should be made m an amoani 
equivalent to the accrued Interest rtcetafaii 
taken Into Income In this account, or, is as 
alternative, the Interest Income should to 
deferred In account No. 386 1 as show 
indicated. 


(See accounts Nos. 160, 170, and 383) 

514 Interest on fund* in escrow pending 
closing of financing. 

This account will represent the amount 
of interest earned during the month oo 
funds in escrow pending closing of 
financing for small business concerns. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

CrCdit * t. _4ifc 

(a) At the end of each month, wU 
amount of interest earned during the 
period on funds in escrow ponding dol¬ 
ing of such financing on that date. 

(b) With amount of interest earn« 
during the month on funds In escrow 
pending closing, when related financial 
was closed during the month. 

(See accounts Nos. 160 and 179) 


J16 Interest on debt fccurilie*. 

This account will represent the 
>f Interest earned during the montnc* 
iebt securities of small business concOT 
>wned by the company pursuant to see* 
ion 304 of the Small Business W** 
nent Act of 1958. as amended. 

Debit: -iik 

(a> At the end of the fiscal 
lie balance of account (transfer to P‘ 
ind loss summary >. 

Credit: .. 

(a) At the end of each montA 
imount of interest earned during 
>eriod on such debt securities owneo 
hat date. . AfirT *i 

<b> With amount of lntmrt 
luring the month on such debt 
y&ld in full or converted to capital *** 
luring the month. M 

Not*: Accrual of Interest nctlrablf ^ 
jo discontinued with recpect t o p 

:urlty of a small business roncern • ^ 

n bankruptcy, or on the verge - y 
AberwUe considered to be I****? 1 ;*# 
merest payments received * oUB i to 
>r should not be credited tWa 
merest Income, but should be***r~ to 
u payments on principal ^ 

Tcdited as deferred Income in ' nll mrde- 
6.1—Other llablllUea-general. tW . 

rmlnation of the appropriate ^ rt* 
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crtrible Is accrued under circumstance* In 
vtiicfc the financed small business concern 
not earned the amount thereof, or the 
ini: Tsiue of tho debt security os determined 
m food filth by the board of directors Is less 
usd cost, or recovery thereon Is doubtful, an 
iddiuon to the allowance for uncollectible 
ifltmst receivable should be made In an 
uoouct equivalent to tho accrued Interest 
iftttTable tshen Into income in this account, 
cc. u sn alternative, the Interest Income 
fthooM be deferred In account No. 386.1 as 
store indicated. 


<See accounts Nos. 160.180.184. and 384) 

518 InlrrrM on amounts due from debt- 
on on Mile of assets acquired in liqui¬ 
dation of loans nnd debt securities. 


This account will represent the amount 
of Interest earned during the month on 
amounts due from debtors on sale of 
assets acquired In liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304 >. 

Debit. 

f a) At the end of the fiscal year, with 
the balance of account ( transfer to profit 

and loss summary). 

Credit: 

(a) At the end of each month, with 
amount of interest earned during the 
Period on amounts due from debtors on 
•ate of assets acquired in liquidation of 
loans and debt securities on that date. 

(b) With amount of interest earned 
curing the month on amounts due from 
debtors on sale of assets acquired in liq- 
umatlon of loans and debt securities 
Ptid in full or converted to capital stock 
during the month. 


Nor*: Accrual of interest receivable < 
imounu due from debtor* on sale of oaae 
acquired In liquidation of loon* and de 

bc ai *eontlnu©d lhe defc 

bankruptcy, or on the verge there, 
w considered, to be inaolvent. Ai 

»7w,,?* ymenU r **ived from such a del 
totSSff not ** crwllt «*l U) this account 
^^!!L lncome * but should bc cither credit 
payroenu on principal of the debt 
irSL“ dcrcnre <l income In account b 
^hiU tiea - general, pending d 
lu oi *** appropriate accountir 

*tiuatloaa, when Interest x 
which r*rilv ACCrU ® <1 undef circumstances 
doubu^I^ °" thc Principal of tho debt 
ttocolWtdhu l kdd Uon 10 lhe allowance 1 
in... * iotercft receivable should 

interest rcr^^ 01 e 2 ulVal * nt 10 *b® *ccru 
^wount r I? lnWt tAken into Income In ti 
S*£\hLjf alternative, tho Inter* 

386.1 u ahfiv^ihj. Ac!cTTt <* in account b 
“ indicated. 

'Set accounts Nos. 160 and 210) 

Int.rr.t inromc—other. 

®I*»££L£T? dUrtng 016 m ° nth - 
rcccivabie - inu? « 
latS? ont ? «*«• repr 
»alt of asset, o 1 * c ! ue Irom clebtors < 
‘owuaiSd^. ^ ulred in •‘‘luidatlon 
grilles will be reflect 
*ve?wm\*?: t ”«• Thta account, ho. 
^rwt.bca^^'^r® 81 ea ™d on i 
cl **slfled receivables not otherwl 

Debit:’ 

^baltn^of 0 ^!. 01 l . he flscal ycar > wl 

igFZzsr ,iranEfcrto ^o 

each mon bh, wt 
^ on such ^?, ea ™ ed during t 

h receivables on that da 


<b) With amount of interest earned 
during the month on such receivables 
paid In full during the month. 

(See accounts Nos. 140 and 160) 

530 Compensation Income — participa¬ 
tion* »old. 

This account, on the books of the "ini¬ 
tiating” company, will represent the 
amount of compensation earned during 
the month for financial services rendered 
in connection with participations sold. 

Debit: 

(a) At the end of the flscal year, with 
the balance of account < transfer to profit 
and loss summary). 

Credit: 

(a) With amount of such compensa¬ 
tion Income. 

(Sec account No. 154) 

532 Advisory and consulting nervier 
fee*. 

This account will represent the amount 
of fees charged during the month for 
advisory, consulting, and related services 
rendered to small business concerns pur¬ 
suant to Section 308(b) of the Small 
Business Investment Act of 1958. as 
amended. 

Debit: 

(a) At the end of the flscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of such fees charged. 
534 Apprainal and investigation fees. 

This account will represent the amount 
of fees charged during the month for 
appraisal. Investigation* and related 
services rendered to banks or other 
lenders or investors, pursuant to Section 
308(a) of the Small Business Invest¬ 
ment Act of 1958. as amended. The 
account will exclude compensation for 
financial services rendered in connection 
with participations sold (see account 
No. 530). 

Debit: 

<&) At the end of the fiscal year, with 
the balance of account < transfer to profit 
and loss summary). 

Credit: 

<a) With amount of such fees charged. 
536 Miscellaneous fee*. 

This account will represent the amount 
of fees charged during the month for 
application, appraisal, investigation, and 
related services rendered to small busi¬ 
ness concerns. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of such fees charged. 
(See accounts Nos. 382 and 384) 

510 Dividend* on capital Mock of SBC*. 

This account will represent the amount 
of income from declared dividends on 
capital stock of small business concerns. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of Income from such 
dividends. 


511 Sharing* in income of SBC*. 

This account will represent the amount 
of sharings or participations in the in¬ 
come of small business concerns from 
which the company has acquired debt 
securities (Section 304). 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of such sharings. 

550 Amortisation of premium on deben¬ 
tures payable. 

This account will represent the amount 
of amortization of premium on unma¬ 
tured outstanding debentures payable is¬ 
sued by the company. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) At the end of each month, with 
the monthly amount necessary to amor¬ 
tize the premium over the life of such 
debentures. 

(b) With the unamortized portion of 
premium applicable to such debentures 
purchased and retired prior to maturity. 

(c) When such debentures mature 
during the month, with the amount of 
premium applicable to the portion of the 
month the debentures were outstanding. 

(See account No. 380) 

560 Gain on debenture* purchased and 
retired. 

This account will represent the amount 
of excess of (1) the par value of deben¬ 
tures payable purchased and retired plus 
unamortized premium and minus un¬ 
amortized discount in connection with 
such debentures over (2) the cost of the 
principal sum of such debentures. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of such gain on de¬ 
bentures payable purchased and retired 
during the month. 

(See accounts Nos. 224.316, 318, and 380) 
570 Gain on Government securities. 

This account will represent the amount 
of gain on the sale or other disposition of 
United States Government obligations, 
direct and fully guaranteed, carried In 
account No. 130. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to 
realized gain and loss summary). 

Credit: 

(a) With amount of gain on such 
securities sold or disposed of otherwise. 

Nora: Increase In value over cost of United 
States Treasury bills, which are issued at a 
discount and are noninterest bearing, will 
not be reflected In this account but will be 
credited at the end of each month to account 
No. 510—Interest on US. Government securi¬ 
ties. with concurrent debit to account No. 
160—Accrued Interest receivable. 

572 Gain on debt securities (Section 
304). 

This account will represent the amount 
of gain on the sale or other disposition 
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of debt securities (Section 304 > of small 
business concerns can-led in accounts 
Nos. 180 and 184. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary). 

Credit: 

(a) With amount of gain on such debt 
securities sold or disposed of otherwise. 

(See account No. 386.2) 

57*1 Recoveries on a#ecl lo«*Mr* charged to 
lows account*. 

This account will represent the amount 
of recoveries on losses sustained through 
write-down, or sale or other disposition 
of assets for which direct charges to loss 
accounts have been recorded. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary and realized gain and 
loss summary, as appropriate, on the 
basis of analysis of this account >. 

Credit: 

(a) With amount collected on such 
items written off. 

(See accounts Nos. 702, 706, 707, 708. 
and 709) 

576 Cain on capital Mock of SBC*. 

This account will represent the amount 
of gain on the sale or other disposition of 
capital stock of small business concerns 
carried In accounts Nos. 190,194, and 198. 
Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary). 

Credit: 

(a) With amount of gain on such 
capital stock sold or disposed of other¬ 
wise. 

(See account No. 386.2) 

577 Cain on warrant*, option.*, and oilier 
stock rights acquired from SBC§, 

This account will represent the amount 
of gain on the sale or other disposition 
of warrants, options, and other stock 
rights acquired from SBCs. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary). 

Credit: 

(a) With amount of gain on such war¬ 
rants, options, and other stock rights 
acquired from SBCs sold or disposed of 
otherwise. 

(Sec accounts Nos. 199, 386.2, and mem¬ 
orandum record No. NA-10) 

578 Cain on aMCtv si rout red in liquida¬ 
tion of loans and debt *ccurities« 

This account will represent the amount 
of gain on the sale or other disposition of 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304) of small business concerns car¬ 
ried in account No. 200. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary) . 


Credit: 

(a) With amount of gain on such as¬ 
sets acquired in liquidation of loans and 
debt securities sold or disposed of other¬ 
wise. 

(See account No. 386.2) 

570 Cain on oilier meU. 

This account will represent the amount 
of gain on the sale or other disposition 
of assets not specifically provided for in 
other accounts. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of gain on such as¬ 
sets sold or disposed of otherwise. 

(See account No. 386.2) 

580 Renin! income. 

This account will represent the income 
earned during the month from the leas¬ 
ing or renting to others of portions of 
corporate premises owned. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Credit: 

(a) With amount of income earned 
during the month. 

582 Income from a**cts acquired in liq¬ 
uidation of loan* and debt securities. 


Credit: 

(a) With amount of such income 
earned during the month. 

EXPENSE ACCOUNTS 

600 Commit men I expense. 

This account will represent the amount 
of commitment expense during the 
month on commitments from the &m\ \ 
Business Administration and on com¬ 
mitments from lending institutions other 
than the Small Business Administration 

On the books of the ''initiating** com¬ 
pany, this account also will Include the 
amount of commitment expense durir* 
the month on deferred participation! 

Debit: 

(a) With amount of expense inclined 
during the month on commitments and 
deferred participations. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Note: A deferred participation U dekud 
ns a commitment under a p*rlidptften 
agreement whereby the "participating'* «c* 
pany will make funds available on a dtf«rr*i 
boats to the "Initiating" company Id coe- 
nectlon with the latter** financing of. «r 
commitment to finance, a «m*ll bualMW 
concern, or In connection with an "inniaUcg* 
email business investment company'* acqul- 
altlon of loans or equity securltie* of ct£# 
such companies. 

(See account No. 342) 


This account will represent the amount 
of Income earned during the month on 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304), including the operation of 
properties, carried in account No. 200. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary. 

Credit: 

(a) With amount of such Income 
earned during the month. 

Note: In Instances when a liquidating 
agent Is employed to supervise the disposi¬ 
tion of the assets, appropriate subsidiary ac¬ 
counts should be maintained by the agent. 
Cosh collected from the sale of assets by the 
liquidating agent should he remitted Im¬ 
mediately to the company. The company 
should maintain a local depository bank ac¬ 
count. In which all receipts of the agent are 
deposited when direct remittances to tho 
company are not feasible. Deposit balances 
In this account should be subject to with¬ 
drawal by check only by the company and 
should be reflected on the company's records 
In the same manner os otheT bank accounts. 

Any advances to a liquidating agent for ex¬ 
penses Incident to the operation of or in 
the disposition of assets acquired In the 
liquidation of loans and debt securities 
should be charged to account No. 220—Pre¬ 
paid expenses. 

381 Other income. 

This account will represent the income 
earned during the month not specifically 
provided for in other accounts. 

Debit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 


510 Intercut on note* payable lo SBA. 

This account will represent 
amount of Interest expense acciw 
Ing the month on notes payable for fuwji 
borrowed from the Small Buslnco 
ministration. 

(a) With amount of such interest te¬ 
emed during the month. 

Credit: _***, 

(a) At the end of the fiscal 
the balance of account (transfer lo pr 
and loss summary). 

(Sec accounts Nos. 300,301, and 350) 

6M Intercut on debenture* pa?*^ c * 
iaaued lo SBA. 

This account will represent 
of interest expense accrued 
month on subordinated debentures^ 
able. Issued to the Small Busiw* 
Administration. 

(a) with amount of such interest * 
crued during the month. 

Credit: wit* 

(a) At the end of the tec&T** w 
the balance of account (tran» 
profit and lo«ss summary) • 

(See account* Nos. 302 and 350) 

618 InlcreM on loan* »° U " ,,b 

This account will represent Oie^ ^ 

of Interest expense too* 

month on loons t° ?mal b insur- 
cerns sold tolndMduaK^^, * 
ance companies, or other comp •** 
stltutlons with recourse upon 
in iko Avpnt. nf default. 
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Debit: 

it) With amount of such interest ac¬ 
crued during the month. 

Credit: 

(ft) At the end of the fiscal year, with 
the balance of account (transfer to profit 

ind loss summary). 


<See accounts Nos. 170 and 350) 

620 Inlcrmt on debt securities sold with 

recourse. 


This account will represent the amount 
of Interest expense accrued during the 
month of debt securities of small busi¬ 
ness concerns sold to individuals, banks, 
insurance companies, or other financial 
institutions with recourse upon the com¬ 
pany In the event of default. 

Debit: 

<a> With amount of such interest ac¬ 
crued during the month. 

Credit: 

<a) At the end of the fiscal year, with 
the balance of account (transfer to profit 

and loss summary). 

•8ee accounts Nos. 180. 184. and 350) 

422 IntrrrM on note* payable to other 
than SBA. 


This account will represent the amount 
o! interest expense accrued during the 
month on notes payable for funds bor¬ 
rowed from other than the Small Busi¬ 
ness Administration. 

Debit: 

<*) With amount of such Interest ac¬ 
crued during the month. 

Credit: 

.. At the end of the fiscal year, with 
w balance of account (transfer to profit 

*na loss summary). 


<S« accounts Nos. 315 and 350) 

*•** Inlrrr-i on tlrbcnlurc* payable, in- 
iu other than SBA. 

This account will represent the amount 
expense accrued during the 
2 “ subordinated Rnd unsubordl- 
th.n ,2 e ^ nlurcs P^vable. Issued to othei 
Small Business Administration 

cruerf fc? 1 amount of such interest ac- 
cSdit^ tn8 U ' e month 

tbX* the . Cnd of the flscal year, with 
and (transfer to profit 

^Stc* accounts Nos. 316. 318, and 350) 

, * r ’ wrcir 1 "*” poy " b,r fo1 

OateSSt* rrn WlU rcpresent the amount 

ntontb o^m ^" 36 accrued durin « th< 

borroW ^ Q 1* BRCS Payable for fun* 
^un^j^.^Pany. carried Ir 
Debit: 


«« bain 0t ^al year. 
,8w> account No. 350) 

't, 

01 IntereS 01 !':! wU1 repres ent the am 
expense accrued during 


month on obligations of the company not 
specifically provided for in other ac¬ 
counts. 

Debit: 

(a) With amount of such interest ac¬ 
crued during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account < transfer to profit 
and loss summary). 

(See account No. 350) 

630 Compensation expense—participa¬ 
tion* pu rebutted. 

This account, on the books of the 44 par¬ 
ticipating” company, will represent the 
amount of compensation expense during 
the month for financial services received 
from “initiating” companies in connec¬ 
tion with participations purchased. 

Debit: 

(a) With amount of such compensa¬ 
tion expense. 

Credit: 

(a) At the end of the flscal year, with 
the balance of account (transfer to profit 
and loss summary). 

(See account No. 340) 

610 Debenture and floral agent expense. 

This account will represent the amount 
of (1) charges by the company’s fiscal 
agent for services rendered, including re¬ 
imbursements of expenses incurred by 
the flscal agent on behalf of the com¬ 
pany, and (2) expenses directly Incident 
to the sale, redemption, and servicing of 
debentures payable, including such items 
as commissions, advertising in financial 
Journals, communications, printing, sta¬ 
tionery and supplies, and such other ex¬ 
penses as may be properly charged to 
the sale, redemption, and servicing of 
debentures. 

Debit: 

(a) With amount of such expenses in¬ 
curred during the month. 

Credit: 

(a) At the end of the flscal year, with 
the balance of account (transfer to profit 
and loss summary)* 

642 Transfer agent and registrar ex¬ 
pense. 

This account will represent the amount 
of charges to the company by the trans¬ 
fer agent and the registrar for services 
rendered in connection with the issuance 
and transfer of the company’s capital 
stock. 

Debit: 

(a) With amount of such expenses in¬ 
curred during the month. 

Credit: 

(a) At the end of the flscal year, with 
the balance of account < transfer to profit 
and loss summary). 

650-679 Operating expontc*. 

The accounts under this caption will 
represent the amounts of operating ex¬ 
penses incurred. 

Debit appropriate account: 

(a) With amount of operating ex¬ 
penses incurred during the month. 

Credit appropriate account: 

(a) At the end of the flscal year, with 
the balance of account (transfer to profit 
and loss summary). 


650 Advertising and promotional cost*. 

This account will represent the cost 
of advertising and promoting the com¬ 
pany’s services, including the cost of en¬ 
tertaining prospective borrowers and 
clients. 

651 Appraisal, consulting, and engineer* 
ing cost*. 

This account will represent the amount 
of charges made by outside firms and in¬ 
dividuals for appraisal, consulting, and 
engineering services rendered to the com¬ 
pany, 

652 Auditing and examination coats. 

This account will represent the amount 
of charges for auditing, examination, 
and bookkeeping services rendered by ac¬ 
countants not on the company’s payroll, 
and charges for services rendered by SBA 
examiners. 

653 Communication*. 

This account will represent telephone, 
telegraph, and postage expense. 

65*4 Co»t of *paec occupied. 

This account will represent the cost 
of space occupied such as rent, altera¬ 
tions, amortization of leasehold improve¬ 
ments, light, heat, power. Janitor service, 
etc., but not including maintenance and 
repairs, and depreciation. 

655 Depreciation of corporate premises 
owned—building. 

This account will represent the amount 
of provision applicable to the flscal year 
for depreciation of the building and other 
depreciable Improvements of corporate 
premises owned and used as the com¬ 
pany’s office quarters. 

656 Depreciation of furniture and equip* 
mrnt. 

This account will represent the amount 
of provision applicable to the fiscal year 
for depreciation of furniture, fixtures, 
and equipment, including automobiles, 
owned by the company. 

657 Director** and *torkholdrr*' meet¬ 
ing* coat*. 

This account will represent directors' 
fees, and travel expense for attendance 
at directors' and stockholders’ meetings. 
This account also will include the cost of 
holding stockholders’ meetings, such as 
rental of the meeting hall and related 
expenses. 

658 Innurnnrc. 

This account will represent fire, theft, 
employee group life Insurance, and other 
Insurance expense, including fidelity 
bond premiums and Insurance on auto¬ 
mobiles. With respect to employee 
group life insurance coverage, only that 
portion of the premiums paid by the 
company will be charged to this account. 
The portion, If any, of employee group 
life insurance premiums withheld from 
salaries or received from employees will 
be reflected In account No. 378. 
(Insurance premiums to be amortized 
will be charged to account No. 220) 

659 Investigation and financial acrvfre 
coat*. 

This account will represent the amount 
of charges made by outside firms and 
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individuals for Investigation and finan¬ 
cial services rendered to the company. 
Such services may be required in con¬ 
nection with applications for loans and 
applications for financing small business 
concerns through acquisition of their 
debt securities. 

660 Investment advUcr and supervisory 
rwl*. 

This account will represent the amount 
of charges made by outside firms and 
individuals for furnishing advice to the 
company with respect to the desirability 
of investing in* purchasing, or selling 
loans, debt securities, and capital stock 
of small business concerns and other 
property, or for determining. If so em¬ 
powered, what securities or other prop¬ 
erty shall be purchased or sold by the 
company. 

661 Legal services. 

This account will represent the cost 
of legal services rendered to the 
company. 

662 Miftccllancou* service* and »nppl«cs. 

This account will represent the amount 
of charges made to the company for cus¬ 
todial or safekeeping services in connec¬ 
tion with its portfolio securities, bank 
service charges, exchange on checks, pro¬ 
test fees, and other miscellaneous serv¬ 
ice charges, and the cost of office supplies 
such as stationery, accounting. forms, 
blank books, pencils, binders, etc. 

663 Salaries. 

This account will include the balances 
in subaccounts Nos. 663.1 and 663.2. 

663.1 Salarica of officer*. 

This account will represent the salary 
cost of all officers of the company, in¬ 
cluding directors* salaries, if any, but not 
directors’ fees for attendance at 
meetings. 

663.2 Salaries of employees. 

This account will represent the salary 
cost of all employees other than officers. 
Including salaries of any temporary or 
part-time employees engaged for specific 
assignments. 

664 Tnxe*, excluding Federal and Slate 
income taxe*. 

This account will represent the cost of 
all taxes, including those on corporate 
premises owned, motor vehicle, personal 
property, social security (company's por¬ 
tion) and other taxes charged to the 
company, exclusive of Federal and State 
income taxes. 

663 Travel. 

This account will represent all 
travel expense. Including transportation 
charges, automobile maintenance and 
operating expense, meals, lodging, tele¬ 
phone. telegraph, and other company 
costs incurred by officers and employees 
while in a travel status. 

666 Uncollectible note* and account*. 

This account will represent the amount 
of estimated uncollectible notes and ac¬ 
counts receivable applicable to the fiscal 
year. 


667 L?ncollcctib!c interest receivable. 

This account will represent the amount 
of estimated uncollectible interest re¬ 
ceivable applicable to the fiscal year. 

668 Uncollectible loan* (Section 305). 

This account will represent the amount 
of estimated uncollectible loans (Section 
305) to small business concerns appli¬ 
cable to the fiscal year. 

669 Uncollectible amount * due from 
debtor* on *ale of aa»et* acquired in 
liquidation of loan* and debt aectiri- 
tiei. 

This account will represent the sum of 
estimated uncollectible amounts due 
from debtors on sale of assets acquired 
in liquidation of loans (Section 305) and 
debt securities (Section 304) applicable 
to the fiscal year. 

Note: Appropriate subsidiary accounts 
should be maintained as deemed necessary. 

670 Maintenance and repairs. 

This account will represent all main¬ 
tenance and repairs expense on build¬ 
ings. furniture, and equipment (other 
than automobiles) owned by the com¬ 
pany. 

671 Retirement benefits expense. 

This account will represent the cast 
assumed by the company in contribut¬ 
ing to a pension fund providing for em¬ 
ployee retirement benefits. The portion, 
if any. of the cost of retirement benefits 
withheld from salaries or received from 
employees will be reflected in account 
No. 378. 

672 Organization expense. 

This account will represent the amount 
of legal fees, promotional expense, stock 
certificate costs, incorporation fees, 
taxes, and other related costs Incurred 
in organizing the company, which are 
charged to expense (this account) as 
incurred or arc transferred to this ac¬ 
count periodically through the amorti¬ 
sation of organization costs established 
as an asset in account No. 256. 

673 Efftimatrd Iqmti cm drbt wruritir* 
(Section 30-1). 

This account will represent the amount 
of estimated losses applicable to the fis¬ 
cal year on debt securities (Section 304) 
of small business concerns. 

674 Ffttimatrd lo**r* on capital *tork of 
SBC*. 

This account will represent the amount 
of estimated losses applicable to the fis¬ 
cal year on capital stock of small busi¬ 
ness concerns. 

675 E*tminted lonaca on a**rt* acquired 
in liquidation of loan* and debt *c- 
curitie*. 

This account w ill represent the amount 
of estimated losses applicable to the fis¬ 
cal year on assets acquired in liquidation 
of loans and debt securities. 

676 Em imated lo**c* on warrant*, op* 
lion*, and other Mock right* acquired 
f roni SBC*. 

This account will represent the amount 
of estimated losses applicable to the fis¬ 


cal year on warrants, options, and otfcfr 
stock rights acquired from SBCs, 

679 Miscellaneous operating exprmex 

This account will represent the amount 
of operating expenses not specificity 
provided for in other accounts. 

680 Amortization of discount on drbm- 
turc* payable. 

This account will represent the amour.! 
of amortization of discount on tin- 
matured outstanding debentures payitfr 
Issued by the company. 

Debit: 

(a) At the end of each month, with 
the monthly amount necessary to amor¬ 
tize the discount over the life of 
debentures. 

(b) With the unamortizcd portion of 
discount applicable to such debenture 
purchased and retired prior to maturttj. 

(c) When such debentures mature 
during the month, with the amount of 
discount applicable to the portion of the 
month the debentures were outstaxuflm. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

(Sec account No. 224) 

690 Loe* on debenturr* purchased 
retired. 

This account will represent the amount 
of excess of (1) the cost of the principal 
sum of debentures payable purchaied 
and retired over (2) the par value of suet 
debentures plus unamortized premte 
and minus unamortized discount in con¬ 
nection with such debentures. 

Debit: 

(a) With amount of such loss on de¬ 
bentures payable purchased and retired 
during the month. 

Credit: , .. 

(a) At the end of the fiscal year, vUa 
the balance of account (transfer toproc* 
and loss summary). 

(Sec accounts Nos. 224, 316, 316, to* 
380) 

700 Lom on U.S. Government Mcorid* 

This account will represent the a®*®* 
of loss on the sale or other disposition 
United States Government oblurjw** 
direct and fully guaranteed, cameo 
account No. 130. 

Debit: „ 

(a) With amount of loss 
securities sold or disposed of othcrw 

CrCdlt: 1 ar With 

(a) At the end of the fiscal year, w 
the balance of account (tran® 
realized gain and loss summary >• 

702 l 4 »*» on debt sccoritiei l*** 

504). 

This account will represent 
of loss in excess of that 
account No. 393 on the write- 
sale or other disposition of de 
ties (Section 304) of small bw*» ^ 
cems carried in accounts 
184. 

Debit: . . of 

(a) With amount of ,<MSl L* ;oe 
that provided for In account • - 
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iuch debt securities written down or sold 
or disposed of otherwise. 

Credit: 

(*» At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ised gain and loss summary). 

(See account No. 574) 

706 on capita! Mock of SBC*. 

This account will represent the 
amount of loss in excess of that provided 
for In account No. 394.1 on the write¬ 
down or sale or other disposition of 
capital stock of small business concerns 
carried In accounts Nos. 190. 194. and 
198. 

Debit: 

( a> With amount of loss in excess of 
that provided for in account No. 394.1 on 
ach capital stock written down or sold 
or disposed of ot herwise. 

Credit: 

( a) At the end of the fiscal year, with 
the balance of account (transfer to 
rallied Rain and loss summary). 

(See account No. 574) 

707 Ixha on varrant*, option*, and other 
■lock right* acquiredfrora SBC*. 

This account will represent the amount 
orioa in excess of that provided for in 
account No. 394.3 on the write-down or 
awe or other disposition of warrants. 
Wow. and other stock rights acquired 
*rotn SBCs 
Debit: 

of loss in excess of 
Provided for in account No. 394.2 
jo such warrants, options, and other 
«ock rights written down or sold or dis¬ 
posed of otherwise. 

Credit: 

uJ. 1 : the cn <i or the fiscal year, with 

reallaS .la* of acc ount ‘transfer to 
“*d gain and loss summary). 

r&Tia NA-1°0) 1M and memorandum 

“‘"‘"“••quired in liquids- 
of loan* and debt *ecuritie*. 

or?": ?5 count ^ ^Present the amount 
0f that Provided for In 
WeTr mh. 39 i. on the wrtte-down or 

•Wired ln^':.,? S ^ OSlUon of asseta ac ' 
105 1 ajjH 1<,alda tlon of loans (Section 

of anal? h»o * ecuriUes ‘Section 304) 
C ° nCernS carried to 

Drtlt; 

“““wSSrtM ° f ,0SS ,n excess oi 

Wch tstSw!' 1 ";™ 1 No. 395 on 
of «S?h7S d ° Wn 0r 80,(1 or ac¬ 
credit: 

“^balance *S* ° f the ftscal year - with 
ffaliied Rain acc °unt (transfer to 
KMn and loss summary). 

*** account No. 574) 

1^.-. on other au^n, 

of toes o^thc 0 ^! 11 n rep . r ^ scnt an >ount 
not £ 0 ,, othcr ^Position of 
accoun^ m ,y Provided for In 

Debit: 

-“•fiSKar 1 - h —*• 

N ° 43—Pt JJ_ _ 


Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

(See account No. 574) 

7)0 Expfntf on aneti acquired in liqui¬ 
dation of loan* and debt aeeurtliea. 

This account will represent the amount 
of expense incurred during the month on 
assets acquired in liquidation of loans 
(Section 305) and debt securities (Sec¬ 
tion 304), including the operation and 
depreciation of properties, carried in ac¬ 
count No. 200. The account also will in¬ 
clude the amount of interest expense 
accrued during the month on mortgages 
payable on assets acquired in liquidation 
of loans and debt securities. 

Debit: 

(a) With amount of such expense in¬ 
curred during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

Not*: In Instances when * liquidating 
agent Is employed to supervise the disposi¬ 
tion of the assets, appropriate subsidiary 
accounts should be maintained by the agent. 

Cash collected from the sole of assets by 
the liquidating agent should be remitted 
immediately to the company. The company 
should maintain a local depository bank ac¬ 
count. in which all receipts of the agent are 
deposited when direct remittances to the 
company ore not feasible. Deposit balances 
In this account should be subject to with¬ 
drawal by check only by the company and 
should be reflected on the company's records 
In the same manner as other bonk accounts. 

Any advances to a liquidating agent for 
expenses incident to the operation of or in 
the disposition of assets acquired in the 
liquidation of loans and debt securities 
should be charged to account No. 220— 
Prepaid expenses. 

713 Other expenses. 

This account will represent the amount 
of nonoperating expenses not specifically 
provided for in other accounts. 

Debit: 

(a) With amount of such expenses in¬ 
curred during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

720 Federal income taxes—net inrome. 

This account will represent the 
amount of Federal Income taxes appli¬ 
cable to net income for the current fiscal 
year. 

Debit: 

(a) With amount of such taxes ac¬ 
crued during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary). 

(See account No. 354) 

722 Federal income taxeo—net realized 
gain on investment*. 

This account will represent the 
amount of Federal income taxes appli¬ 
cable to net realized gain on investments 
for the current fiscal year. 


Debit: 

(a) With amount of such taxes ac¬ 
crued during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary). 

(See account No. 354) 

725 Stale income laxe*—net income. 

This account will represent the 
amount of State income taxes appli¬ 
cable to net income for the current fiscal 
year. 

Debit: 

(a) With amount of such taxes ac¬ 
crued during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to profit 
and loss summary >. 

(See account No. 356) 

727 State income laxr*—net realized 
gain cm inveotment*. 

This account will represent the 
amount of State income taxes appli¬ 
cable to net realized gain on investments 
for the current fiscal year. 

Debit: 

(a) With amount of such taxes ac¬ 
crued during the month. 

Credit: 

(a) At the end of the fiscal year, with 
the balance of account (transfer to real¬ 
ized gain and loss summary). 

(See account No. 356) 

MEMORANDUM RECORDS 
Contingent Assets 

CA-I Documentary item* in prore** of 
col lection. 

This record will show the amount of 
trade acceptances, bills of sale, sight 
drafts, and other similar documents re¬ 
ceived by the company. It is Intended 
that items entered in this record will 
not of themselves be considered collat¬ 
eral. but will represent instruments used 
In effecting collection of the proceeds of 
the sale of collateral which has been re¬ 
leased on trust receipts or similar col¬ 
lateral documents. When collection is 
effected, appropriate entry will be made 
In this record. 

CA-2 Other contingent a*M*l*. 

This record will show the amount of 
miscellaneous contingent assets, such as 
postdated checks, etc. 

Contingent Liabilities 
Commitment* outstanding. 

This record will show the amount of 
financing commitments made and out¬ 
standing to small business concerns, in¬ 
cluding commitments for loans and for 
the acquisition of small business con¬ 
cerns* capital stock and debt securities. 
This record also will show the amount of 
deferred participations. A deferred par¬ 
ticipation is defined as a commitment 
under a participation agreement whereby 
the “participating** company will make 
funds available on a deferred basis to the 
“initiating** company in connection with 
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the latter's financing of, or commitment 
to finance, a small business concern, or 
in connection with an “Initiating** small 
business investment company’s acquisi¬ 
tion of loans or equity securities from 
other such companies. When funds arc 
advanced against commitments, appro¬ 
priate entry will be made in this record. 

CL-7 Ollier contingent lialiilitir*. 

This record will show the amount of 
miscellaneous contingent obligations not 
otherwise classified. 

Nominal Assets 

NA-10 Slock purclm*c warrants or op¬ 
tion* on Mock of SBC*. 

This record will show the company's 
ownership of detachable stock purchase 
warrants or options on stock of SBCs. re¬ 
tained after the accompanying financing 
instruments hove been disposed of, for 
which no consideration was given distinct 
from that surendered for such financing 
instruments and for which no separate 
cost has otherwise been determined. 

Each such detachable stock purchase 
warrant or option certificate should be 
entered in tlds record, upon detachment, 
at a nominal value of one dollar ($1). 
Upon sale of such a detached stock pur¬ 
chase warrant or option, upon exercise 
or expiration of rights conveyed by such 
a detached stock purchase warrant or 
option, or upon the determination of a 
cost to be recorded for such a detached 
stock purchase warrant or option, the 
entry establishing such certificate in the 
memorandum records is to be discharged 
through an equivalent credit. 

Debit: 

(a) With nominal value of such de¬ 
tachable stock purchase warrants or 
options upon their detachment from 
capital stock certificates or debt securi¬ 
ties. 

Credit: 

(a) With nominal value of such de¬ 
tached stock purchase warrants or op¬ 


tions upon exercise or expiration of 
rights conveyed by such warrant or op¬ 
tion certificates. 

(b) With nominal value of such de¬ 
tached stock purchase warrants or op¬ 
tions sold or disposed of otherwise. 

(c) With nominal value of such de¬ 
tached stock purchase warrants or op¬ 
tions for which a separate cost has been 
established. 

(See accounts Nos. 180.104. and 199) 

Nominal Liabilities 

NL-16. 

Options on Company’s Stock 
OCS-1 Options on company's stork. 

This record will show details of out¬ 
standing options on the company's cap¬ 
ital stock granted in lieu of salary or 
in payment for services actually ren¬ 
dered to the company. The following 
data will be Included: 

1. Identification of person or entity 
holding options. 

2. Number of shares optioned. 

3. Type and class of stock called for 
by options. 

4. Dates of grant and of expiration of 
options. 

5. Price or prices at which options 
exercisable, with dates they apply. 

6. Pair market value, per share, of 
stock called for at date each option was 
granted. 

7. Price of each option as percent of 
fair market value of optioned stock at 
date option was granted. 

8. Provisions for termination of op¬ 
tions In case of death or retirement of 
optionees, or other circumstances. 

9. Details of authorization, shores re¬ 
served for. issuance, exercise, lapse, and 
forfeiture of options provided for under 
the company’s stock option plan. 

IF.R. Doc. 65-2138; Filed. Mar. 4, 1965; 

8:45 hm ] 















